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Westinghouse Elevator ™ 
Engineers employ 
quality as the only 


real economy 


Silver to Silver contacts 


Look into the heart of the Westinghouse electric magnetic control 
system. There the elevator operative relays, completely designed 
and developed by Westinghouse, reveal decided forward strides made 

in modern elevator engineering. Pure silver to silver contacts repre- 
sent just one of the quality refinements proven by Westinghouse 
to be of decided importance in reducing operating and maintenance 
expense. Modern elevators cost much less to operate. Old elevators 
are a depressing extravagance. Let Westinghouse engineers show 


you how correctly modernized elevators quickly pay for themselves. 


Westinghouse 


MODERNIZATION BY WESTINGHOUSE . . . every “change _ 

over” presents its own problems. Any building referred to ] t 7 l t 
Westinghouse is given individual, careful study to ec ric eva 0) 
insure the most economical, intelligent recommendations. 
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mnversar 


THE HOME 


INSURANCE COMPANY 


NEW YORK 


Total Assets . . . . $98,030,337.08 
Liabilities Except Capital . 65,862,699.36 
Net Surplus. . . . . 20,167,637.72 


Cash Capital . . . . 12,000,000.00 


APRIL 13TH SURPLUS TO 
1893 POLICYHOLDERS $32,167,637.72 


Strength «» Reputation «» Service 
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Years 


of Uninterrupted Progress 


NVESTORS SYNDICATE has 
passed through four major depres- 
sions with uninterrupted growth. 
As shown in the graph at the left, its 
resources have increased every year to 


reach a total of more than $50,000,000. 


sof TT It has grown during the abnormal 


conditions caused by the greatest war 


in history, the post-war boom and the 


THIRTY-NINE YEARS 


OF PROGRESS resulting deflation; it has grown through 


Dec. 31st Resources 
1894 $ 2,600.00 
1920 2,551,644.68 
1921 3,672,845.20 
1922 5,294,293.94 
1923 7,579,089.24 
1924 10,008,557.54 
1925 13,209,595.32 
1926 16,271,446.77 


! 
| 
} countless other economic changes — 
| 
| 
! 
| 
1927 19,178,991.11 
| 
| 
| 
| 
| 
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severer tests could hardly be devised. 
Throughout these 39 years, Investors 


Syndicate has maintained a perfect fi- 


1928 24,917,181.09 
1929 32,206,338.73 
1930 38,810,115.81 
1931 46,646,218.55 

50,47 3,090.35 


nancial record by prompt payment of 
every obligation. 


The conservative cash and loan priv- 


ileges, death and disability clauses and 
permanent non-forfeiture provisions 
of Investors Syndicate’s Installment 
Certificate make it one of the sound- 
est and most equitable investments of 


1920 1921 1922 1925 1924 1925 1926 1927 1928 1929 1930 1931 1952 the pr esent day. 


INVESTORS SYNDICATE 


Grounded 18 94 
Offices in 51 Principal Cities . . , Representatives Throughout United States and Canada 


AFFILIATED COMPANIES: INVESTORS SYNDICATE TITLE & GUARANTY COMPANY, NEW YORK * INVESTORS SYNDICATE, LTD., MONTREAL 
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Face the facts is the order of the day. But in terms of a bank’s invest- 
ment account that doesn’t necessarily mean precipitous disposal of every 
badly-depreciated bond and rebuilding for 100% liquidity alone. 


It is true that some issues are beyond salvage. It is true also that some 
hitherto unsuspected defaults and reorganizations are in the offing. But it is 
equally true that a better knowledge of the facts and less of the Spartan- 
willingness to face them can do much to rehabilitate the average bond ac- 
count. That, at least, has been the experience of bankers who have supple- 
mented their own efforts with Moody’s Bank Supervisory Service. 


This service brings you a comprehensive analysis of your investment ac- 
count and of each security in it, together with a carefully-formulated in- 
vestment plan fitted to your bank’s present needs. Because the analyses are 
made in the light of your bank’s position, the conclusions and recommenda- 
tions are eminently practical. 


Thenceforth, your account receives the day-by-day supervision of a 
mature, unprejudiced staff. As quickly as a situation develops which affects 
the value of any security in your portfolio, you are immediately notified, 
with specific suggestion as to the course to be pursued in each case. Thus, 
you can “face the facts’”—secure in the knowledge that the facts will come 
automatically to your desk ready to be transmitted to your directors for 
immediate action. 


It will take but a few minutes and entail no obligation to find out exactly 
what this Service can do for you. Merely send (in confidence) a list of your 
bank’s investments and a recent statement. In return we will be glad to 


write you, detailing whether and to what extent Moody's Bank Supervisory 
Service can be of assistance. If this service cannot more than justify its 
cost to your institution we will frankly tell you so. 


MOODY S 


INVESTORS SERVICE 


JOHN MOODY, President 
65 BROADWAY NEW YORK CITY 
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Behind the 
Bond News 


kets has been placed on the readjustment of the terms 

of, or the cessation of, service on old borrowings rather 
than on the contraction of new. For the great body of would- 
be borrowers the supplies of fresh capital have been untap- 
pable, and the credit of the United States Government has 
been crowded into a réle second in importance to its func- 
tion in no previous period of the country’s history, not even 
excepting the war times. And it is now on the peg of the 
Government’s credit that the preservation of the whole fabric 
of contractual and business relationships is being hung. 

It is a time in which the debtor has been in the ascendancy 
as never before. The deepening of the business depression, 
the complete suspension for a time, and later the partial 
breakdown of the mechanism of payment have given to the 
debtors’ arguments for relief the force which previously was 
lacking; and many debtors have not failed to press home 
their advantage. The drive to get debt easement, indeed, has 
been carried out in countless instances with such enthusiasm 
and excess of severity as to indicate that too frequently the 
debtors have been overplaying their hand—the statement 
“overplaying their hand” being made advisedly. Repudia- 
tion and unilateral alteration of the terms of debt contracts 
disrupt the basis of credit, and without credit the repudia- 
tors will in the future be lost. 

Not all of the adjustments which were sought in the month 
under review, however, were avoidable. The Missouri 
Pacific drew about itself for protection the arms of the court 
and prepared to reorganize its capital structure in accordance 
with the procedure prescribed in the new bankruptcy bill. 
It was the first railroad and also the first large debtor to re- 
sort to the terms of the Act to get its debt service scaled 
down. The Missouri Pacific is, therefore, providing a test 
case, the outcome of which is being awaited with interest 
and impatience by many other carriers. It is the unanimous 
wish in financial, investment and legal circles that the 
Missouri Pacific’s case for debt adjustment can be speedily 
adjudicated, for its settlement is delaying needed action by 
many railroads. 


Gis the bank holiday the emphasis in the capital mar- 


THE SITUATION ABROAD 


JUST as the Missouri Pacific case was the most important 
single development in the domestic field, so was the status 
of Germany the focal point of interest in the foreign field. 
Among the first rank nations of the world, Germany is the 
largest borrower abroad. The increasingly more serious 
strangulation of world trade has given rise to grave doubts, 
even voiced by the debtor government itself, whether service 
on its foreign debt can be long continued. The conclusion 
to be drawn from the facts would appear inescapable. Yet 
the attitude of the government has been uncertain and a 
disturbing factor, since it has not been clear how it proposed 
to steer the course between partial or complete repudiation 
and the relief which may be necessary temporarily. 


. so was the 
status of Ger- 
many the focal 
point of interest 


in the foreign 
field... 


KEYSTONE 


At home, those large and favored groups of debtors—the 
states and municipalities—have recently all but undone the 
good work which the United States Government did in 
handling its March 15 financing. The situation with respect 
to municipal debts has become a matter of grave concern. 
Defaults and forced adjustments have become so common as 
to impair the standing of certain municipal obligations 
whose primeness ought not to be doubted. 


OUR MUNICIPALS—SINCE 1931 


THE present plight of municipal obligations actually dates 
from the abandonment of gold by Great Britain in Septem- 
ber, 1931. Up to that time municipal defaults had been so 
infrequent as to be without material effect on the market 
generally, and in itself the suspension of gold payments was 
not accountable for the municipal credit difficulties in this 
country. The bearing that Great Britain’s currency had on 
the municipal market pertained to the wave of bank credit 
liquidation which engulfed this country shortly after the 
pound was severed from gold incident to the frightened with- 
drawal of foreign deposits from this country. The closing 
out of bank loans and investments which then occurred 
caused a sharp increase in the number of bank failures, and 
as banks suspended, some municipalities—their funds tied 
up—could not do otherwise than default. This kind of de- 
fault was unavoidable but, unavoidable or not, it served to 
take the sting out of default and encouraged other munici- 
palities and political subdivisions to default when the neces- 
sity was not comparably great. 

In the category of necessary defaults one must place that 
of Detroit, with its funds impounded by virtue of the 
Michigan banking moratorium. Detroit, however, has done 
a disservice to the cause of municipal credit, which goes be- 
yond its own immediate default. For Mayor Frank Murphy 
of that city has taken to the stump to further the cause of 
a bill which, in the considered judgment of municipal financ- 
ing experts, would do more to cause damage to municipal 
credit than any proposal yet advanced. The bill that he 
favors is the so-called McLeod-Norris bill, which would per- 
mit municipalities to get a two-year moratorium on their 
debts by special court action and would in turn deprive 
creditors of their traditional (CONTINUED ON PAGE 58) 
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CONTINENTAL ILLINOIS NATIONAL 
BANK AND TRUST COMPANY 
OF CHICAGO 


Statement of Condition, March 25, 1933 
RESOURCES 


CASH AND DUE FROM BANKS $109,880,852.05 
UNITED STATES GOVERNMENT SECURITIES 65,253,382.87 
OTHER BONDS AND SECURITIES . . ‘ . 82,669,575.02 
LOANS: DEMAND . $116,571,767.68 

TIME . 232,146,541.85 348,718,309.53 
STOCK IN FEDERAL RESERVE BANK . ‘ : . 3,000,000.00 
CUSTOMERS’ LIABILITY ON ACCEPTANCES 12,242,245.75 
OTHER BANKS’ LIABILITY ON BILLS PURCHASED . : 20,233,717.29 
INTEREST ACCRUED BUT NOT COLLECTED ‘ . 2,77 2,559.98 
BANK BUILDING . ‘ 14,650,000.00 
OTHER RESOURCES. ‘ 708,239.28 


LIABILITIES 


CAPITAL STOCK . ‘ ‘ . $ 75,000,000.00 
UNDIVIDED PROFITS ‘ ‘ 6,000,286.92 
RESERVE FOR TAXES AND INTEREST. 9,339,493.95 

DEPOSITS: DEMAND . $385,691,500.04 
TIME ‘ 125,021,166.10  510,712,666.14 
ACCEPTANCES. ‘ ; 12,557,095.85 
OTHER BANKS’ BILLS ENDORSED AND SOLD . : 20,233,717.29 
DISCOUNT COLLECTED BUT NOT EARNED . ; 577,382.34 
$660,1 28,881.77 


The capital stock of the Continental Illinois Company, held in trust 
for the stockholders of the Continental Illinois National Bank and Trust Company of Chicago, 
is not included in the above figures 


6 
$660,1 28,881.77 
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by 


MEMORANDUM OF INVOICE 


ALL CLAIMS Fo 
GUAI 


MUST BE MADE IMMEDIATELY UPON RECET 
RANSPORTA 


‘ATION COMPANIES IN FIRST CLASS 
ERY. OWING EITHER TO OMIGHION GR 


Doing business under the handicap of uncertainty. Above, fac- 
simile of a wholesale meat dealer’s bill, rubber stamped to antici- 
pate legislative developments in Washington 


ONE DAY 


April 19.—U. S. Off Gold Standard .. . 
. Dollar Drops Abroad . . 


Rule Currency . . 
Commodities Soar . 


Roosevelt to 
. Stocks and 


. Stock Exchanges Seethe and 


Commodity Marts Are Rushed as Values Advance on 


New Policy . . 


. Currency Has Sharpest Decline Against 
Foreign Exchange Since Conversion in 1879 . . 
up 33 Cents, Franc Also Climbs. . 
President to Lift Prices... 


. Pound 
. Coup Meant By 
May Devalue Gold Unit, 


Take Silver on Foreign Debt and Expand Credit . . 
Controlled Program of Inflation Drawn as Farm Bill 


Amendment . . 


. Britain May Approve Retaliatory Act 


to Save Pound. 


N March 21, the President put be- 

fore Congress an outline for emer- 
gency unemployment relief, calling for 
the recruiting of 250,000 unemployed 
for work on forest conservation, direct 
grants (instead of loans) to the states 
for relief work, and “a broad public 
works labor-creating program”. 

On March 22, he signed the 3.2 per 
cent beer bill, to become operative 15 
days after, or on April 7. The lower 
house on the same day passed the ad- 
ministration farm bill by a vote of 
315—98. 

On March 26 he moved to consolidate 
and reorganize all agricultural credit 
agencies of the Federal Government un- 
der the direction of Henry Morgenthau, 
Jr. This marked the first step in the 
administration’s program of depart- 
mental consolidation, and it was esti- 
mated it would mean a saving of $2,- 
000,000 annually. 


On March 29, the President’s plan for | 
control over the security business went | 


to Congress. 


Under an executive order signed by 


Mr. Roosevelt on April 1 more than 
1,400,000 pensioners will receive reduc- 
tions effective July 1 aggregating $400,- 
000,000. These will range from negligi- 
ble cuts for the seriously disabled to 


total elimination in the case of those | 


with non-service disabilities. 
On the same day the President sent 
to Congress a far-reaching plan fer re- 


financing farm mortgages in a way to | 


make the indebtedness conform more 
nearly to present commodity prices, and 
carrying a $2,000,000,000 issue of land 
bank bonds. 


It was announced on April 7 that the 


administration’s bank reform bill was 
about ready. It would include, reports 
said, provision for a $2,000,000,000 
corporation to insure bank deposits, 


Business 


Life Insurance 
Can Help Now 


A MAN—his 
knowledge, personality, or 
driving force—may be the 
biggest asset a business has 
in times like these. Is there 
such a man in your busi- 
ness? 


Ask the John Hancock 
agent in your locality to 
outline a method of apply- 
ing life insurance to any 
business so that the earn- 
ing power of one or more 
individuals may be capital- 
ized with a view to strength- 
ening credit. 


LIFE INSURANCE COMPANY 


OF BOSTON. MASSACHUSETTS 


A mutual dividend-paying company 70 years 
in business. Among the strongest in reserves 
and assets. Paid policyholders in 1932 over 
100 million dollars. Offers every phase of 
personal and family protection including 
Annuities and also Group forms for firms 
and corporations. 


A. B. A. J. 5-33 


The Largest 
and Leading Bank in 


SOUTHERN 
CALIFORNIA 


is the 


CURITY-FIRSsT 
NATIONAL BANK 


oF Los ANGELES 
RESOURCES OVER $500,000,000 


* 


Fully equipped to do every kind 
of banking and trust business, 
with branches in 60 communities, 
extending from Fresno and San 
Luis Obispo to Imperial Valley. 


7 
Recently — 
enacted andior| ail | 
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THE BEST BOND AND LEDGER PAPERS ARE MADE FROM RAGS | divorce of security affiliates, termina- 
tion of the practice of paying interest on 
checking accounts, an increase in the 

66 minimum capital of national banks 

have from $25,000 to $50,000, and statewide 
branch banking. 

ry} However, a good deal of confusion 

= F developed in the course of the next few 

days as to the exact status of this bill. 

On April 11 came word that the Presi- 

dent was opposed, “though not irrevo- 

cably”, to the deposit insurance provi- 

sion, also to the statewide branch bank 

provision. Two days later it was re- 

ported that the Senate subcommittee 

was in unanimous agreement on the 

terms of the measure and that the Pres- 

ident was in sympathy with its provi- 

sions. 

Development of the Tennessee Val- 
ley, with the completion of the Muscle 
Shoals power project one of its “inciden- 
tal features”, was urged upon Congress 
on April 10. 

On April 13, Roosevelt advisers were 
reported to have drafted a plan, and 
won the President’s partial support for 
it, for the mobilization of industry to 
supplement a public works program. 
It would include the regulation of hours 
and competition, and possibly the guar- 

| anteeing to certain industries of a 


e The President finally resorted to sarcasm to cure the Purchasing Agent | reasonable return. 


of his pinch-penny ways. Until then he had objected in vain to the scal- | GOVERNMENT FINANCE 
loped and fringed edges on the ledger sheets that came to his attention. | ON March 19 the Treasury announced 


that the March 15 financing, which had 
e For a few cents more, the P. A. might have supplied the accounting | been brought out at a time when all of 


the banks were closed, had been very 
successful, everything considered. The 
These papers are made of tough rag fibre to withstand the strain and — $800,000,000 certificates were oversub- 
scribed more than 100 per cent. 

The administration, it was reported 
tray to machine and back again, time after time, and the edges will | 0" March 24, hopes to end the first 


| fiscal year with a balanced budget, and 
remain intact. They will hold in either ring or post binders. These long- | perhaps even a small surplus, on current 


department with serviceable paper like Stonewall or Resolute Ledger. 


speed of machine bookkeeping. They may be snapped from posting 


. _ | account. Emergency and extraordinary 
service ledger papers come in white, buff and blue. Specimen portfolios | expenditures will be funded. These, it i 
will be sent upon request. Neenah Paper Company, Neenah, Wisconsin. admitted, may run to as much as 
$8,000,000,000. 
After but six weeks in office, the ad- 
. | | ministration showed tremendous prog- 
STO N = WwW A LL TLedger- __| Tess in attaining its pledged economies. 
| Figures prepared by the Treasury indi- 
RESOLUTE JSLedger— ‘cated that a total of $1,020,000,000 
that had been voted by Congress will 
not be spent. 
On April 14 it was announced that 
the Treasury would not call the $6,200,- 
Neenah guaranteed papers also include Prestige and Putnam 000,000 Fourth Liberty Loan, which is 
Ledgers and the following Bonds: Old Council Tree, Success, due in 1938 and which can be called at 
Conference, Chieftain, Neenah and Glacier Bonds. Each of these | any time on six months’ notice. 
grades is shop-tested for printing performance and represents BANKING 


lb 
a high value in its price range. Samples will be sent on request THE first report of the Reserve Sys- 


tem following the bank holiday—that 
IDENTIFY RAG-CONTENT QUALITY BY THE NEENAH OWL WATERMARK | Showing condition as of March 13— 


AMERICAN BANKERS ASSOCIATION 


GLOBE 

R. Y. Stuart, Chief Forester of the | 

United States Forest Service, who is 

supervising the reforestation project of 
the administration 


revealed a strong recovery in the bank- 
ing position. Circulation was down 
$269,000,000 and gold reserves up 
$327,000,000. 

The Reconstruction Finance Corpo- 
ration and the General Motors Corpora- 
tion joined, on March 21, in establish- 
ing a new national bank in Detroit. 
Each takes a $12,500,000 participation 
in the new institution, which will make 
available immediately about 40 per 
cent of the deposits in the First National 
and the Guardian National, which 
failed to open after the holiday. 

A sweeping recovery in the banking 
situation was shown in the Reserve re- | 
port made public on March 23. The 
highlights of this statement included an 
increase of $181,000,000 in gold hold- 
ings, and a reduction of $661,000,000 in 
volume of currency outstanding. The 
system’s ratio of reserves to deposit and | 
note liability rose from 49.1 to 55.5. 

A bill permitting state banks and | 
trust companies not members of the 
Reserve System to borrow directly 
from the Reserve banks was approved 
by both Houses of Congress on March | 
23. The new law will apply for only one 
year. 

The third post-holiday report of the | 
Federal Reserve System clearly showed 
a continuance of the improvement in 
condition. It showed a further reduc- 
tion of $255,000,000 in circulation, a 
gain in gold reserves of $44,000,000 
and a drop of $125,000,000 in member 
bank borrowings. 

Under an executive order issued by 
President Roosevelt on April 5, May 1 
was set as the final date for the return 
of gold. 

The Chase (CONTINUED ON PAGE 66) 
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Business Courage 
and 


Sound Judgment 


. .. are vitally necessary 
for success in the upturn of 
business which we confi- 


dently hope lies just ahead. 


We offer our correspondents 
a service that has stood the 
test of time . . . periods of 
prosperity as well as the 
years when courage and 
judgment no less than credit 


have been governing factors. 


THE... 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


. $30,000,000 
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The owner of this home is rebuilding with the pro- 
ceeds of his fire insurance. But—meanwhile he has 
to pay rent for a place to live in. 


The owner of this apartment house insured the 

building but neglected to insure the income it 

represented. It will take three months to rebuild 
the apartments. Meanwhile—no income. 


* * * 


When this business building burned, the owner- 

occupants not only lost the income formerly rep- 

resented by incoming rents—but they also had to 

rent other quarters in which to carry on their 
own business. 


They thought they were 


FULLY PROTECTED 


. . « but they had failed to add “Rents and 


Rental Value Insurance” to their Fire Coverage 


When you insure property, remember that fire coverage alone is not enough. 
That any building worth insuring represents a rental income or a rental value 


that is also worth insuring. 


“Rents and Rental Value Insurance” also safeguards carrying charges, mort- 
gage interest and taxes. This wise form of protection can be added to your 
regular F. & G. Fire policy at slight additional cost. 


We have prepared a folder which tells why it is a sound investment. Ask 
your agent or broker for a copy or write directly to us. 


Fidelity and Guaranty Fire Corp. 


which is affiliated with 


United States Fidelity and Guaranty Co. 


HOME OFFICES BALTIMORE, MD. 
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Relief from Relief 


FAIR summary of the new ad- 

ministration so far must lay pri- 

mary emphasis on the courage of 
President Roosevelt and the beneficence 
of his program as a whole. His achieve- 
ments have included at least one which 
amounts to a political miracle. When he 
said in his campaign that he would re- 
duce Government expense by 25 per 
cent, hardly any politician believed his 
promise could be redeemed. Without 
impugning his good faith, but rather in 
the belief that he had carelessly com- 
mitted himself to more than he could 
perform, a common expectation was 
either that Mr. Roosevelt would find it 
inexpedient to attempt all he had prom- 
ised, or that Congress would decline to 
do the thing the candidate for President 
had promised. 

The latter part of the cynical surmise 
was correct enough. Congress would not 
have done it through the ordi- 
nary processes of legislation. 

Had Mr. Roosevelt sent to Con- 


By MARK SULLIVAN 

What Mr. Roosevelt did was not to 
trust to Congress to originate a bill, and 
not to submit to Congress a bill giving 
the proposed cuts in detail, but to ask 
Congress to confer on him blanket au- 
thority to make the cuts himself. In- 
cidentally, with shrewd political acu- 
men, he called his measure not a “bill 
to reduce veterans’ compensation’, but 
a “bill to maintain the credit of the 
United States Government”. 

In the atmosphere created by that 
slogan, and justified by the condition in 
which the Government's credit was, Mr. 
Roosevelt got his blanket authority. In 
the exercise of that authority he reduced 
veterans’ compensation to a degree 
which, as respects this detail of Govern- 
ment expenditure, went fully as far as 
he had promised. And by other powers 
secured from Congress through the same 
device, he has lived up, with reasonable 


Achievements 


approximation, to the 25 per cent prom- 
ise as a whole. 

Nevertheless, Mr. Roosevelt’s per- 
formance of his promise is performance 
in only a limited sense. He has reduced 
“Government expenses,” but not “Gov- 
ernment expenditures”. 

His performance has been confined to 
Government “expenses” in the sense of 
regular, recurring annual outlay to the 
permanent Government payroll, so to 
speak. He has not reduced, but on the 
contrary has expanded or committed 
himself to expanding, Government “ex- 
penditures” in the sense that he has in- 
creased the total quantity of money the 
Government will disburse. He has in- 
creased the total expenditure in the cur- 
rent year probably, and in immediate 
future years certainly, assuming his 
present program is carried out. The ex- 
panded expenditures are, mainly, in the 

field of gifts to the unemployed, 
measures to provide work for 
unemployed such as the refor- 


gress a detailed bill cutting com- 
pensation of each group of 
veterans by an amount that in 
the aggregate adds up to 25 per 
cent of the whole, Congress 
would never have passed it. In 
that case we should have seen 
the familiar spectacle, the organ- 
ized groups of veterans in each 
state and Congressional district 
bringing pressure on their respec- 
tive Representatives and Sena- 
tors, and the sum of that pres- 
sure resulting in another proof 
of the axiom of politics which 
says that no Congress will ever 
provide a majority for a bill 
that will reduce pensions. 


Mr. Roosevelt’s achievements have included at least 


one which amounts to a political miracle. . . . He re- 

duced veterans’ compensation to a degree which, as 

respects this detail of Government expenditure, 

went fully as far as he had promised. And .. . he 

has lived up, with reasonable approximation, to the 
25 per cent promise as a whole 


But What Does Balanced Budget Mean? 


He has reduced Government “expenses”, but not 
Government “expenditures”. His performance has 
been confined to Government “expenses”’ in the sense 
of regular, recurring annual outlay to the perma- 
nent Government payroll, so to speak. He has not 
reduced, but on the contrary has expanded or com- 
mitted himself to expanding, Government expen- 
ditures in the sense that he has increased the total 
quantity of money the Government will disburse. 


—The Author. 


estation now under way, and 
public works such as the pro- 
posed development of Muscle 
Shoals and the Tennessee River 
Valley. 

Mr. Roosevelt justifies this 
distinction between “expenses” 
and “expenditures” by a change 
in the method of Government 
bookkeeping. He says he will 
have reduced “expenses” by 25 
per cent as soon as he has de- 
creased regular annual charges 
to that degree. And he says he 
will have “balanced the budget” 
when he has brought this type 
of expense below the Govern- 
ment’s annual income. 
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As respects the area in which he is 
increasing outgo, his position is that ap- 
propriations for gifts to the unemployed 
or to provide work for them are “‘extra- 
ordinary”, and therefore belong in a new 
department of Government bookkeep- 
ing to be called the “extraordinary bud- 
get”. Similarly he says in effect that 
new expenditures which, he hopes, will 
pay for themselves—such as mortgage 
relief for farmers—belong likewise in 
the “extraordinary budget”. 

This new feature of Government 
bookkeeping may conform to the prac- 
tice of private business corporations in 
spreading the cost of extraordinary and 
emergency outlays over a number of 
years. But in the nature of Government 
finance as distinguished from private, 
and in the present state of apprehensive 
nervousness about the state of the Fed- 
eral Treasury, it is apt to follow that 
bankers, business men and economists 
will regard the budget as continuing to 
be unbalanced when the total amount 
paid out in one year is greater than the 
amount taken in during the same year. 
And it is a fact of recent experience in 
some European countries that when a 
national treasury adopted the innova- 
tion of setting up an “extraordinary 
budget” alongside the ordinary one, that 
device turned out a few years later to 
have been an early step in a course of 
fiscal conduct of which the outcome was 
inflation of the currency. 


DEFICITS 


A MINOR comment called for by the 
circumstances is that if Mr. Roosevelt’s 
theory of Government bookkeeping is 
correct, then he should revise the cam- 
paign speeches in which he deplored the 
“appalling deficits’ of Mr. Hoover’s 
administration, for those deficits were 
made up mainly of relief expenditures 
of the sort which Mr. Roosevelt would 
now describe as extraordinary, and 
therefore not constituting a deficit. In 
short—it is not a mere jibe to express it 
thus—what was a “deficit” in Mr. 
Hoover’s administration becomes in 
Mr. Roosevelt’s merely an “extraordi- 
nary expenditure’. One recalls that 
axiom of Talleyrand: “The function of 
statesmen is to invent new terms for 
institutions which, under their old 
names, have become odious to the pub- 
hc.” 

I would not have the reader interpret 
this as, so to speak, a net criticism of 
Mr. Roosevelt’s administration. It is 
possible that restored prosperity may, 
by yielding greatly increased taxes, en- 
able Mr. Roosevelt to “get away with” 


his device of an extraordinary budget. 
And his program so far as a whole, 
seems to me to call much more for satis- 
faction than for uneasy apprehension. 
Of the new expenditures Mr. Roose- 
velt has embarked upon, the one that 
seems to me most to justify disquiet is 
the direct gift by the Federal Govern- 
ment to unemployed individuals in the 
states. I would go farther. I would say 
—and in so saying I quote one of the 
wisest and most-to-be-relied-upon men 
in Mr. Roosevelt’s party, Senator Carter 
Glass of Virginia, “We have set a pre- 
cedent that will return to plague Con- 
gress for the next half-century.” We 
have made a fundamental change in the 
American system of Government. 


EXPENDITURES—NEW TYPE 


WHAT Senator Glass sees is that the 
appropriation of $300,000,000 as a gift 
to the states to relieve unemployment is 
not merely a new expenditure; it is a 
new type of expenditure. It is objec- 
tionable not merely in the sense that it 
renews and accentuates unbalance of the 
budget, though that is serious enough. 
As it was put by critics including Demo- 
crats in the cloak-rooms, “How does it 
get us anywhere to take $300,000,000 
from the veterans and immediately give 
$300,000,000 to the unemployed?” 

But the objection is more basic, goes 
to a more ominous depth than that. 
This is, for the first time, the Federal 
Government accepting responsibility for 
direct gifts to relieve unemployment in 
the states. And the natural next develop- 
ment of that is going to be difficult to 
distinguish from the dole as practiced 
in Great Britain. 

This innovation of direct gift by the 
Federal Government comes at the end 
of a three years’ bitter struggle. Mr. 
Hoover, defending himself personally as 
having been the outstanding leader in 
philanthropic activities in the contem- 
porary world, nevertheless held that as 
a principle of government, especially the 
American form of government, relief of 
unemployment should not fall upon the 
Treasury of the Federal Government. 
Relief, he said, should come, in the 
spirit of American social organization, 
first from private sources in the neigh- 
borhood of the need and second from 
private charity on a nationwide basis, 
as exemplified by the Red Cross. If the 
need goes beyond private capacity to 
meet it, the first recourse, he held, should 
be the local unit of government, after 
that the state. If the state could not 
meet the need from current revenue or 
from bond issues, he felt the Federal 
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Government might properly make loans, 
not gifts, to the state. Under this con- 
ception, provision was made, during Mr. 
Hoover’s administration, for loans to 
the states, and some $150,000,000 has 
been so loaned. 

A prompt result of Mr. Roosevelt’s 
adoption of the unqualified gift system 
was to cause the states to say they would 
not now feel obliged to repay what they 
had previously received as loans. By ex 
post facto act of one party to the con- 
tract, loans were transmuted into gifts. 
As Senator Huey Long put it with gay 
insouciance, “We [Louisiana] do not 
ever expect to pay that money back. We 
borrowed it and we say it is a loan, but 
we do not ever expect to pay it back.” 
In short, those loans which Mr. Roose- 
velt on his “extraordinary budget” the- 
ory would classify as assets, instantly 
became losses. 

But it is not in the loss of past sums 
that the sombre evil really lies. Every 
person in contact with politics can 
visualize what is ahead of us. Hencefor- 
ward, the measure of the efficiency of a 
Senator to his state, a Representative to 
his district, will be the quantity of 
money he is able to chisel out of the 
Treasury at Washington for his con- 
stituency. Within Congress, each will 
scratch the back of the other, in the 
familiar pork-barrel way. Justification 
for gifts there will always be—can any 
one foresee the day when all the present 
unemployed will be back at work? In the 
best of times there are always a few 
million of unemployed, including the 
unemployable—and the cost of them 
will now be laid, if it can be managed 


TREASURY 
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Washington Radiates Relief 
to Borrowers 


WHITE HOUSE 


at all, upon the Federal Treasury. The 
spirit of caring for unemployment will 
be reversed. A local mayor or governor, 
when giving money under the severely 
economical scrutiny of local payers of 
taxes on local property, asks, “How little 
is enough?” But when the money comes 
from Washington and from sources 
which politicians will describe, inaccu- 
rately, as “the big income-tax payers”, 
the attitude will be reversed, “How big 
a sum can I distribute, how many in- 
dividuals can I persuade to accept this 
largesse—to the increase of my power 
to get votes?” 


POINTS OF VIEW 


THE complete reversal of point of view 
wrought by Mr. Roosevelt’s measure to 
make gifts to the states is illustrated by 
the announcement of Governor Albert 
C. Ritchie of Maryland, made with avid 
promptness while the bill was still pend- 
ing in Congress. Maryland is not a poor 
state, decidedly not. Now, however, 
Governor Ritchie holds that “while it 
would be admirable for Maryland to 
continue making strenuous efforts to 
take care of its own relief problem, it 
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would be foolish to do this if all other 
states are to benefit from the Federal re- 
lief funds.” 

Oh Maryland, my Maryland! That is 
the sure sign of the future. Mr. Ritchie 
is a far less sordid politician, and Mary- 
land a much prouder state, than the 
average. If Maryland rushes first to the 
trough, what may we expect from some 
others? 

The omen in this departure by Presi- 
dent Roosevelt goes farther than the 
quantity of money involved. It is a long 
step in a deplorable process already un- 
der way, the progressive attenuation of 
local responsibility and vitality of local 
government. “I am wondering,” said 
Democratic Senator Barkley of Ken- 
tucky, “how far we are going to be able 
to go in loading down the Treasury of 
the United States with the burden of 
operating all of the sub-divisions of our 
Government, the states, counties and 
cities. If we are to start in on that sort 
of a program we might as well abolish 
state lines and county lines, cities and 
municipalities, and say this is one large 
Federal nation and all of its branches 
are to be operated here in Washington.” 
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National 
Blue Sky 


Control 


nized for some years that Federal 

regulation of security issues was 
inevitable. Politically, because hardly a 
home in America is without its losses; 
economically, because the United States 
has been woefully behind in these mat- 
ters. The individual states have done a 
great deal with local Blue Sky laws, and 
the importance of their policing of local 
issues has been wholly underestimated. 


Fh sina thinking person has recog- 


f therefore improve 
s of the Companies Act, 1929 :— 


he following information is given in 


But the states are not in a position to 
handle effectively the national security 
issues, and most states in terms exempt 
from scrutiny the issues which are listed 
on the New York Stock Exchange and 
frequently those on other exchanges. 
Financing on a national scale is so ob- 
viously a Federal question that legisla- 
tion of the kind proposed by President 
Roosevelt was almost a foregone con- 
clusion before he proposed it. 


WHstantially. 


Tie Company’s Auditors report as follows : 


To the Directors of LLANELLY and DISTRICT ELECTRIC SUPPLY COMPANY, Limited. 
GENTLEMEN,—As Auditors of the Llanelly and District Electric Supply Company, Limited. we 
report that the profits of the Company ‘including Dividends and Interest received, for the three 
Financial Years immediately preceding this Issue (after charging all Administration expenses, Income 
Tax and Directors’ Fees) but before charging Depreciation, Debenture and Loan Interest and appro- 
priations to Reserve Accounts were as follows :— 
Year ended 
31st December. aon: 
1930 os ee oe 57,741 6 10 
1931 52,137 1 8 
The dividends paid by the Company for the same period on its issued Shares were as follows :— 
1930. 1931. 1932. 


6 per cent. Cumulative Preference shares of £1 each: 
6", 


On Issued Capital of £275,000... 
On Issued Capital of £275,000, from Ist January, 1931, to 
4th February, 1931, and on £300,000, from 4th February, 
1931, to 31st December, 1931 
On Issued Capital of £350,000 és 
Ordinary Shares of £1 each: 
On Issued Capital of £200.000 
On Issued Capital of £200,000 
On Issued Capital of £250,000 .. 44% 
Yours faithfully, 
HARMOOD BANNER & SONS, Chartered Accountants. 
56, Mooraate, E.C.2, 10th March, 1933. 


Contracts, apart from those in the ordimary course of business, entered into-within the last two years are:— 

1. Letters dated 26th fay and 2nd June, 1932, between the pa and Power Securities Co ‘ation Limited, 
66, Queen Street, London, E.C.4, whereby the Corporation agreed to purchase from the Company 50.00u 6 per cent. 
Cumulative Preference Shares of £1 each, at par, Icss a commission of 114 per cent., and 50,000 Ordinary Shares of £1 each, 
at paf, less a commission of 2/- per Share, all of which were allotted and paid up in full. : 

2. Letters dated 18th January, 1933. between the same parties, whereby the Corporation exercised an option granted 
on 2nd June, 1932, to purchase from the Company at par, less a commission of 5 per cent.. 50,000 Ordinary Shares of £1 
each, which have been allotted and paid up in full. ¢ 

3.. Letters dated 13th March, 1933, between the same parties, whereby the Corporation have undertaken for a 
commission of 317 per cent. on the nominal amount of the Issue, to underwrite or procure, the underwriting of the Shares 
now offered. ‘The Corporation are paying a sub-underwriting commission of 412d. and an over-tiding commission of 
112d. per share. Various sub-underwriting agreements have been entered into to which the Company is not a party. ie 
Corporation have also agreed to pay all expenses of the Issue, including advertising, printing, legal expenses, fees, and 

The minimum amount which, in the opinion of the Directors, must be raised by the 


brokerage, for the sum of 

ent Issue in order to provide 
any sums payable in terms ny nena gs 5 (1) () of Part I of the Fourth Schedule to the Companies Act, 1929, is £15,625, 
The Working Capital of the Company is provided out of annual revenue. 

No Shares or Debentures have, within the last two years, been issued or agreed to be issued as fully or partly paid 
up otherwise than in cash. 4 

Mr. A. H. Beatty is a Director of, and a Shareholder in. Power Securities Corporation Limited. 

Mr. Morrice A. Edwards is a partner of the firm of Birkbeck, Julius, Edwards & Co. 4 

Share Certificates will not be issued prior to 31st July, 1933, on which date they will be ready for delivery in exchange 
for fully-paid Allotment Letters. Until that date Allotment Letters will be equivalent to Certificates for transfer purposes. 

A brokerage of 14d. per Share will be paid in respect of Allotments made on Applications (other than underwriting 
and sub-underwriting applications) bearing the stamp of a Broker, Banker, or other approved Agent. EC 

_ Applications must be made on the accompanying form and forwarded, together with the amount payable on Appli- 
cation, to the Bankers of the Company or any of theit Branches. 4 

If no Allotment is made, the Application money will be returned in full, and if a partial Allotment is made, the sur- 
pias of beat a money will be applied towards the amount payable on Allotment, and the excess, if any, returned 
to the Applicant. 

Failure ta pay afty instalment when due will render the Shares and the previous payments liable to forfeiture. 

Interest at 7 per cent. per annum will be charged and payable on all overdue instalments. 

Copies of the Memorandum and Articles of Association of the Company, of the Contracts above referred to. of the 
Balance Sheets, and of the Llanelly Electric Lighting Order, 1891 ; Deed of Transfer dated 29th December, 1908 ; the 
Llanelly Electric Lighting (Extension) Order, 1912; the Lianelly Electricity (Extension) Special Orders. 1923 and 1928 ; 
the Lianelly and District Light Railways Orders, 1907 and 1910; and the Lianelly District Traction Act, 1930, can be 
pea aed m4 the Registered Office of the Company during business hours for seven days from the opening of the 

pplication List. 

Prospectus and Forms of Application can be obtained at the Office of the Company, from the Brokers and Bankers 
of the Somenay. and from Power Securities Sorporation Limited, 66, Queen Strcet, London, E.CA. 


6". 
6% 
34% 
4° 


By A. A. BERLE, JR. 


Responsible banking houses are the 
last to oppose this sort of legislation. 
They have suffered from irresponsible 
issues. Even more, the country banks 
which in the Middle West are much 
concerned with bond flotations will wel- 
come any measures which add to their 
information in dealing with securities. 

Clear thinking is necessary in ap- 
praising any law for handling securities. 
The Government virtually can assume 
either or both of two responsibilities. It 
can insist that everything reasonably 
necessary to appraise a security is known 
to the public, and then leave it to the 
public to buy the security—that is, to 
assume the risk. Or, the Government 
can undertake to dictate what risks the 
investors shall take. A third responsibil- 
ity—-that of declining to permit the sale 
of securities obviously fraudulent—is of 
course a part of the ordinary police 
jurisdiction which no one will question. 


MANIFESTLY 


BETWEEN the first two alternatives 
there is a great gulf. In dictating full 
information, the Government merely in- 
sists that the kind of information which 
an expert would want to appraise the 
securities shall be available to everyone, 
instead of merely to the group floating 
the security. But, in dictating the risk 
which investors shall assume, the Gov- 
ernment is going a long way toward 
directing the flow of capital. 
Manifestly, therefore, any legislation 
must require that there be filed with 
some agency a full kit of documents, 
properly authenticated, setting out those 
facts which will give the investor a fair 


In Great Britain, under the Companies 

Act, “the prospectus is required to set 

out information far more detailed than 

that required by the bill prepared by 

Mr. Huston Thompson.” This excerpt 

from an advertisement in the London 
Times is an example 
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Mr. Berle, one of President Roosevelt’s 
technical advisers, is a nationally known 
authority on corporation finance. A prac- 
ticing lawyer, he has also been lecturer 
on finance at Harvard Business School 
and professor of law at Columbia Uni- 
yersity. He has served as special counsel 
in the revision of QOhio’s corporation 
laws and the Wisconsin Securities Law, 
is the author of several books on cor- 
poration finance and is retained as spe- 
cial assistant to the board of the R. F. C. 
on railroad matters 


idea of the risk he is running in pur- 
chasing the security. There is ample 
precedent for this. Since 1862 the Brit- 
ish have required this through the me- 
dium of their Companies Act, but, like 
Englishmen, they evolved supplemen- 
tary machinery which we do not have. 
The means of giving the information is 
the prospectus; the place to file it in 
England is Somerset House; and the 
prospectus is required to set out infor- 
mation far more detailed than that re- 
quired by the bill prepared by Mr. 
Huston Thompson, subsequently redraft- 
ed. That bill was even less drastic in its 
requirements than is the listing commit- 
tee of the New York Stock Exchange. 
Objection to the detailed quality of in- 
formation required seems only captious. 


HOW ENGLAND DOES IT 


SINCE, however, what are called 
“facts” are frequently matters of opin- 
ion—the values set down opposite the 
assets in a balance sheet really repre- 
senting the accountant’s or appraiser’s 
opinion of these values, there being no 
absolute standard—it is necessary to fil- 
ter these facts through some informed 
machinery. In England this is done be- 
cause the prospectus is signed by sev- 
eral parties. The issuing company must 
sign it. The stock broker who lists it on 
the exchange must sign it. The under- 
writer (in the true sense of that term) 
must sign it. The bank with which the 
company is to have its account must 
sign it. And an independent accountant 
must sign it. Here we do none of these 
things; the company and the invest- 
ment banker alone sign the statement. 


Stock Exchange, New York 


Most states exempt from scrutiny the 

issues which are listed on the New York 

Stock Exchange, and frequently those 
on other exchanges 


In England, the signing parties are in- 
terested in preserving their own reputa- 
tions as well as in protecting the public, 
so that there is a powerfully supplemen- 
tal machinery working alongside of the 
English law. In America, despite re- 
quirements of the Blue Sky laws in the 
various states, this supplemental ma- 
chinery has not yet been developed. 
To bridge this gap, the device has 
been evolved of attaching a legal respon- 
sibility upon the directors of the com- 
pany, and to some extent upon the 
bankers proposing to float an issue. This 
seems in large measure a sound solu- 
tion, though conceivably it might be 
modified. It should be presumed, for 
instance, that the buyer of a security 
relies on the statements included in the 
information to be filed in Washington. 
Even if he does not see the statement 
itself, the market will discount the state- 
ment up or down, and the investor will 
pay a price based on that information. 
Again, the investor is so completely 
in the hands of the persons promoting 
an issue, that it is hardly fair for them 
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to disclaim responsibility. The technical 
legal remedies of course follow the old 
common law remedies. Even now, if 
there is a false statement in a bond cir- 
cular, you have the right either to re- 
scind the transaction and demand the 
money back from the seller, or to sue in 
damages. The difference is that when 
you rescind you can only look to the 
man who sold you the security. When 
you sue in damages, you can sue the 
man who made the false statement— 
frequently the issuing house that has 
put out the publicity, although the ac- 
tual purchase may have been made 
some time after, on the basis of that 
circular, from a third person. It is 
merely clearing a technical difficulty to 
insist that the buyer from, let us say, 
the sub-salesman in California, should 
be entitled to rescind as against the is- 
suing house in New York, in view of 
the financial fact that the issuing house 
in New York really got the money, 
through the complicated machinery of 
the selling syndicate. 

Thus far we have been merely dis- 
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cussing information, and the require- 
ment that it shall be accurate. The sec- 
ond phase, dictating what risks shall be 
assumed, is infinitely more complex. No 
one would deny that the Government 
has a perfect right to prevent the sale 
of a security where the issuer is insol- 
vent. Conceivably also it might legiti- 
mately refuse to permit the sale of a 
security where the corporate structure 
was so complex that it was virtually im- 
possible to determine whether the issu- 
ing company was solvent or not. This 
may be extended, and in my judgment 
should be, to corporations issuing secu- 
rities which are by all financial stand- 
ards “unsound” as to structure—that 
is, so badly put together that they vir- 
tually cannot succeed except by a mira- 
cle. All drafts of the legislation proposed 
have thus far drawn a line at this point; 
the fact that the enterprise was risky 
was not a bar to selling the security, 
provided (and this is the main point) 
the buyer was duly advised that the 
enterprise was risky and how risky it 
was. 
PUBLICITY REGULATION 

AS a necessary corollary there goes 
with this the regulation of the kind of 
literature, radio talks, sales propaganda 
and so forth which attend the sale of the 
security. In America we go to extremes 
about these things. The high pressure 
bond salesman is not known and not 
liked in other countries; and in England 
the vigorous peddling of securities— 
“share hawking” it is called there—was 
prohibited by the 1929 Act as an after- 
math of the Hatry scandal. No sugges- 
tion has gone that far here; and so it is 
necessary to make sure that every state- 
ment made in connection with the sale 
of securities shall give as clear a picture 
as possible. Again the simplest method 
is to require filing of all this publicity, 
leaving it open to the Government 
agency—the Federal Trade Commission 
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Huston Thompson, former member of 
the Federal Trade Commission, is the 
special representative of the Administra- 
tion on securities legislation, who made 
the tentative draft of the bill for Federal 
control of securities issues 


is the proposed agency—to veto pub- 
licity which seems false, misleading or 
insufficient. 

A technical question of some impor- 
tance arises in determining where the 
line shall be drawn. Obviously, there is 
no point in trying to regulate every sale, 
or every security. The little local issue 
can safely be left to the states, and 
probably under constitutional law ought 
to be so left. The individual sale of a 
security by an individual holder, who 
may be an investor selling out or a 
pledgee collecting on his security or an 
executor liquidating an estate, plainly is 
In England the place to file the pro- 
spectus giving investment information 


on new issues is Somerset House, on the 
Thames 
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not within the purview of this Act. 
Hence the exemption familiar to every 
student of Blue Sky acts of certain secu- 
rities, and of certain transactions. The 
exempt security is the security in the 
small company, either selling locally or 
only to a very few people, or sold not 
for profit. The exempt transaction is the 
isolated transaction in which the seller 
is not in the business of selling securi- 
ties. 


AS TO EXEMPTIONS 


TO this latter category have to be added 
certain transactions such as_ issuing 
stock dividends, and exchanging securi- 
ties to fulfil a conversion right; and 
there is a controversy as to this phase of 
the legislation. Some insist that on re- 
organization, the issue of securities in a 
reorganized company ought not to be 
considered a flotation of securities; they 
are merely an attempt to distribute to 
an old security holder his pro rata share 
of the assets by offering him securities 
in a new or reorganized concern. Others 
insist that the act of persuading an old 
security holder to accept securities in a 
reorganized concern is tantamount to 
the flotation of a new issue; and there 
is a good deal to be said for this view, as 
American reorganization practice now 
goes. Too many reorganizations have 
resulted in giving the former investor a 
new security when, had he had full in- 
formation, he might have elected to 
liquidate the corporation, take what he 
could and get out. 

The foreign bond problem stands a 
little apart. Politically, it is in a class by 
itself, since the 1929 madness was more 
spectacular in that field perhaps than in 
any other, save possibly investment 
trusts and the pyramided holding com- 
panies. But you cannot isolate respon- 
sibility in the case of a foreign govern- 
ment as you can in the case of an Amer- 
ican corporation. This necessarily means 
an added (CONTINUED ON PAGE 59) 
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This letter, written from 
Washington by George E. 
Anderson, furnishes a good, 
clear view of banking 
thought at the Capital as 
of April 20. 


WASHINGTON, D. C. 

T has been the general expectation, 
| rather inevitable under the circum- 

stances, that the recent crisis in 
banking which culminated in the tem- 
porary closing of banks and the Emer- 
gency Banking Act, would be followed 
promptly by Federal banking legisla- 
tion of a far-reaching and permanent 
nature. Whether or not there is actual 
need of such legislation, events such as 
those experienced in the past three 
months lead to proposals for legislation 
as naturally as effect follows cause, if for 
no other reason than that they offer ex- 
ceptional opportunities to those who 
know just what this country needs. 

It is inevitable that crises of this sort 
should emphasize differences of interest 
and opinion among those concerned 
with such legislation. The deadlock in 
Washington which developed as soon as 
permanent_banking legislation was seri- 
ously considered by the new Congress 
was a quite logical result. 

Whether good banking legislation of 
a permanent sort is possible under con- 
ditions prevailing at the special session 
of Congress is about a 60-40 proposi- 
tion with the odds against. Fires are 
burning more fiercely, feeling is running 
higher, and sentiment is crystallizing 
more clearly, but proportionate strength 
of the two factions—conservative and 
liberat—rémains much as it has been for 
several years. 

Any legislation of a comprehensive 
sort at the present time will be a com- 
promise. There is a growing feeling also 
that, perhaps, the apparent disposition 
of some of the administration leaders 
to postpone—action-until the results of 
recent events have more definitely crys- 
tallized may be wise. 

Differences brought to the surface in 
preliminary discussions in Congress 
have been narrowed somewhat as com- 
pared with the situation of a year ago, 
although in essential and vital points 
they are as great as they were in the 
72nd Congress when the Senate emascu- 
lated and the House pigeonholed the 


Bank Law Making 


Glass bill, and when the Senate refused 
to consider the Steagall bill for the 
guaranty of bank deposits, which had 
passed the House. These differences, in 
fact, are fundamental and the recent 
crisis has not modified them. 

The Glass bill represented the ideas 
of the conservative element. The Vir- 
ginia Senator, though not the chairman 
of the Senate Committee on Banking 
and Currency which handles these mat- 
ters in the Senate, is the dominant mem- 
ber of that committee—in fact the 
dominant banking authority in the up- 
per house. Senate proposals in this 
Congress will always be Glass proposals 
as long as the Senator is there. 


MR. STEAGALL’S GROUP 


THE Steagall bill in the last Congress 
represented that school of banking 
statesmanship which would give to non- 
member banks most if not all of the 
advantages of membership in the Re- 
serve System. Mr. Steagall is again 
chairman of the House Committee on 
Banking and Currency. It was his group 
which succeeded in securing the passage 
of the temporary measure which extend- 
ed Reserve loan privileges to non-mem- 
ber banks during the present emergency. 
The conservative faction opposed this 
measure. In short, there is the same old 
line up of opposing forces with first 
blood for the group led by Mr. Steagall 
in the House and Senator Huey Long 
in the Senate. 

Preliminary drafts of proposed new 
legislation by the two opposing groups 
indicate the same essential differences 
with a slight approach to compromise. 

The draft of the Steagall bill is in 
such form that it can readily be adapt- 
ed to most provisions of the Glass bill 
but its chief object is the establishment 
of a deposit guaranty or deposit insur- 
ance system. Unlike previous measures, 
so Chairman Steagall claims, it is not 
a “Government deposit guaranty” pro- 
posal. The guaranty or insurance is to 
be a mutual affair in which the Govern- 
ment furnishes only a part of the money. 


GALLOWAY 


The proposal is to form a Deposit In- 
surance Corporation with $500,000,000 
capital and with power to issue bonds 
up to a total of $1,500,000,000. The 
Federal Reserve Banks would subscribe 
for capital to the amount of half their 
surplus—roughly $150,000,000. The 
Treasury would subscribe $150,000,000. 
Banks would subscribe up to one-fourth 
of 1 per cent of their deposits—a 
maximum of around $100,000,000 at 
the present time if all banks subscribed, 
about $70,000,000 if limited to member 
banks—at all events not enough to sub- 
scribe for the capital in full. The cor- 
poration would provide a 100 per cent 
guaranty of all deposits subject to with- 
drawal at the time of the passage of the 
proposed bill. (CONTINUED ON PAGE 63) 
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Right and Left in Washington 


HEY spell economy with a big E 

in Washington; they also spell ex- 

penditures in the same manner. 
In the history of government there is 
nothing exactly like the economies 
effected by the administration in the 
first six weeks of its activities. Under 
the Economy Act over $400,000,000 was 
cut from the veterans administration; 
something like $120,000,000 saved by 
reducing all Federal salaries by 15 per 
cent; savings by mergers and combina- 


Veterans 


Defense Personnel 


18 


tions of Government bureaus; the 
elimination of unnecessary activities in 
various departments; the reduction of 
departmental allowances by several 
hundred millions of dollars below ap- 
propriations already made—the list is 
long and exhaustive and the total sav- 
ings are estimated at well toward a bil- 
lion dollars. BUT— 

We save in order that we may spend. 
The budget is to be balanced—or nearly 
so. It is to be demonstrated to the world 
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that the Government in Washington 
can and will control its finances; that it 
can and will protect its credit. Then that 
credit is to be used upon a scale scarcely 
ever, if ever, before approached in peace 
time. It is to be used in attempts at re- 
lief, rehabilitation, reconstruction—not 
merely millions but billions of it. The 
Government will do much directly. It 
will probably do more indirectly by the 
lending of its credit. The general public 
will be called upon to do much by con- 
tributing its own funds in the way of 
direct or indirect taxation. 

Unemployment relief has started 
with the reforestation scheme for the 
Tennessee Valley and with various other 
undertakings of the same sort as the 
plan develops. The purpose is to put 
250,000 men at work in forestry, road 
building and similar public develop- 
ment, housing them in camps, feeding 
them, doctoring them, training them 
and paying each of them a dollar a day. 
The administration expected to have 
250,000 men at the enterprise within 
two weeks but the plan lagged a little. 
In the meanwhile the Government pro- 
poses to spend $200,000,000 on the en- 
terprise—not all at once and none at 
present by new financing. It merely 
takes the money out of the Treasury 
from the general fund. 


VAST WORKS, OUTRIGHT GIFTS 


WITH this plan is linked the Muscle 
Shoals development which the Govern- 
ment is to undertake with an initial out- 
lay of from $10,000,000 to $50,000,000 
and many millions more as the develop- 
ment proceeds. Then comes the still in- 
choate public works enterprise, yet to be 
exactly defined but running into hun- 
dreds of millions of dollars in which the 
development of the navy to treaty 
strength by the construction of 30 new 
vessels may be a part. To push relief 
along a little further the states are to be 
granted $500,000,000 in cash grants for 
relief—no temporary loan subterfuge, 
just a gift. 

These measures are not altogether for 
relief as mere relief. They represent a 
policy of attempting revival by expendi- 
tures—in other words, indirect infla- 
tion. By these expenditures the admin- 
istration hopes to overcome the dead 
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Events in Washington are moving with extraordinary 


speed. It is too early (April 20) to know in what direction. 


center of business, start buying by giv- 
ing many people something with which 
to buy, raise prices by increasing the 
demand for commodities and with each 
rise in commodity prices restore step by 
step the financial vitality of all classes 
of people. Such are the hopes and ex- 
pectancies. 

For unemployment relief, also, is the 
five-day week or 30-hour work week 
bill to limit employment in manufac- 
turing industries to five six-hour days 
per week. This bill passed the Senate 
but later hesitated in its career. It is 
favored by Labor interests but opposed 
by many manufacturers. “There is a 
lot of dynamite in that bill,” says 
Speaker Rainey, and Speaker Rainey is 
right. A similar bill to limit the work 
of railroad workers to six hours a day 
has been introduced in the Senate. These 
bills will pass if the President says 
“yes”; otherwise they will be heard from 
later. 

TWO KINDS OF FARM AID 

OF course, the farm relief program is 
among the most important—politically, 
at least. At the time this is written it is 
taking two forms in one bill. Short term 
relief is to be administered by a single 
man with more absolute power than 
was ever given one person in this coun- 
try over the everyday well-being of his 
fellow citizens. He is not to be tied to 
the allotment plan, nor to any one plan. 
He can use any of the plans heretofore 
offered as he sees fit; can tax processors 
or rather consumers through the latter 
and with the proceeds hire farmers to 
curtail their production. He can lease 
the unprofitable and marginal lands to 
take them out of production. He can 
give farmers an option on the Govern- 
ment’s stocks of cotton if they will agree 
to curtail their own production or plant 
no cotton. He can buy, beat or barter— 
any way to lift the prices of farm prod- 
ucts. 

The long term farm relief is to be 
administered through the Federal land 
banks under the new unified farm credit 
control. The Federal land banks will be 
authorized to issue 4 per cent bonds 
up to a limit of $2,000,000,000 on which 
the Government will guarantee the in- 
terest—not the principal. The banks 


may lend the proceeds of the sale of 
these bonds or exchange the bonds them- 
selves for the making of new mortgage 
loans or the purchase of outstanding 
mortgages on farms to the limit of 50 
per cent of the normal value of the land 
and 20 per cent of the value of the im- 
provements, all at a rate of interest not 
to exceed 414 per cent. Since this means 
the revision of the whole land bank 
mortgage structure the Government is 
to appropriate $15,000,000 to cover 
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land bank loss of interest on mortgages 
now outstanding. The joint stock land 
banks also are to be eliminated grad- 
ually from the picture through the re- 
financing of their mortgages and the 
exchange of their bonds for the new 
bonds at an agreed rate. 

The farm mortgage plan looks so 
good that it is to be adapted to the city 
home mortgage. The machinery will be 
under the control of the Home Loan 
Bank Board set up by the last adminis- 
tration. It will organize a corporation 
which will issue bonds up to $2,000,- 
000,000 bearing 4 per cent interest, the 
latter being guaranteed by the Govern- 
ment. In case a home owner cannot 
meet payments of either interest or prin- 
cipal on the mortgage held against him 
and the (CONTINUED ON PAGE 64) 
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Try Candor on 
The War Debts 


By FRANK R. KENT 


action of the Roosevelt adminis- 

tration in tackling our domestic 
problems and essential as was concen- 
tration on these during the crisis, the 
fact still remains that until the ques- 
tion of the war debts is settled the real 
bar to recovery has not been removed. 
Nearly all thoughtful men agree about 
that. The debts interfere with interna- 
tional trade, mar our foreign relations, 
promote retaliatory tariff policies and 
prevent economic readjustment of Eu- 
rope, in whose stability we have a vital 
stake which no amount of isolation 
bunkum can change. The time is close 
at hand when the administration must 
grapple with this prickly proposition. 
The next payments are due June 15, 
and upon what happens before then a 
lot hinges. It seems timely to look at 
the realities of the situation unobscured 
by figures and freed from the political 
claptrap that has done so much to block 


prmer? as has been the swift 


WAR 


Sixteen years and one 
month have passed since 


we joined the “Allies” 


their honest handling, here and abroad. 

In the first place, from our angle, the 
debts are bona fide debts, which we 
have a right to expect should be paid, 
and we need the money. We have been 
generous in the reductions made, have 
taken into consideration the capacity to 
pay and suspended all payments for a 
year because of economic conditions in 
Germany. To ask us now to forgive or 
forget these debts is to impose an ad- 
ditional burden upon the American tax- 
payer and make a “sap” out of us as a 
nation. Briefly, that is the American 
point of view. It is sound enough, easy 
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to understand and peculiarly adapted to 
the demagogues who, for political pur- 
poses, picture our creditors as slick fel- 
lows who conspire to defraud Uncle 
Sam of his just dues. 

But it isn’t as simple as that nor as 
sound, either. There is the other side of 
it—their side, and to think that they 
haven’t a side which to them is just as 
sound and convincing and unanswerable 
as ours is to be completely uninformed. 
For example, there is the fact that the 
great bulk of the money we loaned— 
particularly to the British—was spent 
by them in this country, buying muni- 
tions and goods at exorbitant prices. 
It was no less a person than Senator 
Carter Glass of Virginia, reckoned by 
many as the ablest and certainly the 
most sincere member of that body, who, 
some years ago, stated on the Senate 
floor that every dollar Britain borrowed 
from us had been expended here at 
excessive prices, and that by 1923 this 
Government had gotten back in excess 
taxes more than the British owed. 

There is the further fact that, since 
then, the British have paid, besides in- 
terest, nearly one-third of their total 
debt. Then there is the fact that, al- 
though the only way in which our 
debtors can get the money to pay us is 
by selling us goods, we have erected an 
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Thirteen years and ten months of legis- 
lative debate have passed since the war- 
ring powers signed the Versailles Treaty 
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outrageously high tariff wall which prac- 
tically precludes trade. It is, of course, 
also contended that our debtors suffered 
from the war vastly more than we; that 
our delay in coming in enabled us to 
make millions at their expense; that 
the money we loaned should be con- 
sidered our contribution to the war; 
that to expect to collect these debts from 
generations to whom the war isn’t even 
a memory is absurd. Just as our dema- 
gogues picture them as welchers and 
squealers, theirs depict us as a nation 
of conscienceless profiteers. 

The merits of the matter are equally 
obscured by politics on both sides, the 
feeling is just as intense and sincere 
and the cases just as convincing. The 
truth is, there is no such thing as inter- 
national right and wrong. What’s right 
in London is wrong in Paris; what’s 
wrong in Paris is right in Berlin; what’s 
right in Berlin is wrong in Rome and, 
in this instance, what’s right in Wash- 
ington is wrong everywhere else. It all 
depends upon the country in which you 
live and the nation to which you belong. 

Of course, clear headed men on this 
side and on that realize the facts, and 
could long ago have settled the whole 
business amicably. What prevents it is 
politics—there as well as here—politics 
of the cheaply patriotic sort with its 
low play to national prejudice and op- 
portunity for political blatherskites to 
Promote their personal fortunes by 
championing the “cause of the people”. 

Things seem now to have reached 
the final showdown toward which they 
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NOW 


Governmental leaders 
have an opportunity to 
speak frankly on the 
subject and remove war 
debts as an obstacle to 
world peace and recovery 


have been fast drifting for years, and 
which every student of the facts knew 
was inevitable. Last December some of 
our debtors—notably France—default- 
ed; some of them paid—notably the 
British, though the strain was great and 
default there was narrowly averted. Our 
debtors, further impoverished by the de- 
pression, have notified us that they will 
ask for a review of their cases, and we 
have told them they are entitled to such 
review. Mr. Roosevelt has called them 
our neighbors and declared his willing- 
ness to negotiate in a friendly and help- 
ful spirit. The date for the next payment 
is less than six weeks away. The senti- 
ment in Congress, fomented by journal- 
istic and political demagogues who have 
an exaggerated idea of the political 
dynamite in the question, is against 
either reduction or revision. It does seem 
the moment for a President of the 
United States to do what no other Presi- 
dent since the war has done—and that 
is tell the truth about the whole business 
to the people. The idea that the people 
cannot stand the truth or that there is 
political danger to the man who tells 
it, in my judgment, is unfounded, es- 
pecially unfounded in a President whose 
prestige and popularity is at the Roose- 
velt point. 

The truth seems to be that, for all 
practical purposes, these debts are now 
dead debts, uncollectable and impossible 
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to revive as live assets. Few sound per- 
sons favor cancellation, as that would 
weaken the whole credit fabric of the 
world, establish a most dangerous ex- 
ample and undermine confidence in 
contracts, upon the sanctity of which 
our system largely rests. Also, Mr. 
Roosevelt is committed against cancel- 
lation. There was a specific pledge to 
that effect in the Democratic platform 
adopted at Chicago. Cancellation is 
something to which Congress would cer- 
tainly not consent and, in the judgment 
of those with the clearest view of the 
subject, should not consent. Clearly, 
cancellation is not the way out, though 
there is in the country a certain amount 
of cancellation sentiment. On the other 
hand, a general default would be almost 
equally undesirable. To force that by 
an unyielding attitude would increase 
national ill will, put obstacles in the 
way of international cooperation and 
cause reprisals. 

What, then, is the answer? Clearly, 
there is none save a postponement of 
the June 15 payments and the taking up 
of the debts either separately or in the 
world economic conference with a view 
to settling them in a way that will en- 
able us to avoid the wrecking of a 
principle and appearing as a sucker, and 
enable them to save their faces and 
avoid the national sting of a default. 
If the debts (CONTINUED ON PAGE 60) 


What's that funny noise in his throat? 
“Sun,” Baltimore. 


The English Manchester Guardian re- 
printed these two American cartoons, at- 
tributing the one on the left to the 
Hearst viewpoint and crediting the “Chi- 
eago Daily Tribunal”, meaning, of 
course, the Tribune. The one above rep- 
resents another view of the question and 
is taken from the Baltimore Sun 
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The Country Banker's 
Stake in Federal 
Farm Legislation 


By A. CLOYD GILL 


For the first time, a 


national agricultural 


policy is in the 


making—The Author 


Right, Secretary of Agri- 
culture Henry Wallace tes- 
tifying before the Senate 
Agricultural Committee 


T is axiomatic that, as goes the farm- 
er, so goes the factory. Since 1929, 
dividends stockholders in 

American corporations have declined 
55.6 per cent. During the same period, 
the gross income of the American farmer 
declined from $11,950,000,000 to $5,- 
250,000,000, or 56 per cent. 

The new administration has accepted 
the challengé to prove that agriculture, 
with Federal assistance, can regain its 
lost prestige and thereby lift industry 
to its feet. Legislative bodies, state and 
national, have periodically enacted mea- 
sures which at the time of passage gave 
promise of being stabilizing factors in 
agriculture. However, no fixed national 
policy has ever been effected, due to 
widely divergent interests and the tem- 
perament of the planters in this far- 
flung nation. And now, for the first time, 
a national agricultural policy is in the 
making. 

As the farmers—6,200,000 of them— 
approach another planting season, about 
40 per cent of them, in addition to be- 
ing urgently in need of funds or credits 
for 1933 crop production, require cash 
or credit with which to repair their 
homes, outbuildings, farm machinery 
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and equipment, all of which have fallen 
into such a state of disrepair that they 
are no longer worth, at a forced sale, the 
face of the several types of mortgages 
outstanding against them. Another 10 
per cent have mortgaged their surplus 
and unsold crops. This leaves 50 per 
cent to enjoy what, some people say, 
will be an unfair bonus advantage if 
remedial legislation is made general in 
application. 

The new administration, in an effort 
to get at the fundamentals, has begun 
the development of its program to re- 
habilitate the farmer and make him a 
solvent debtor, an employer of labor, a 
purchaser and consumer of goods and a 
taxpayer. Stabilization by moratorium 
or credit can mean no no more than a tem- 
porary palliative, unless | his earnings are 
likewise stabilized. A ‘And, since stabiliza- 
tion is impossible so long as farmers 
produce unconsumed goods, then pro- 
duction control only can bring about the 
desired 

‘With this in mind, the administra- 
tion’s program will exact of the farmer 
certain concessions in regard to limita- 
tion of production and the orderly mar- 
keting of his crops, in return for which 


his mortgage obligations will be scaled 
down to a figure that he can pay if his 
reduced acreage and production can be 
disposed of at increased prices. The 
hope is held out that prices of farm 
produce will be. maintained at a level as 
of 1914 to 1917. To accomplish this, the 
farmer must__reduce his 350,000,000 
acres of cultivated land by at least 55,- 
000,000 acres, although some economists 
hold that the reduction should be 100,- 
000,000 acres. The Government proposes 
to pay a rental fee for acres withdrawn 
from Cultivation, this fee to be collected 
from processors who utilize farm crops” 
in manufacture. 

That the farmer may start his 1933 
operations on more stable~financial 


nates, the administration | a moved to 


meet his immediate needs. Agriciiltural 
credit, because of the overlapping of 
agencies, can hardly be designated now 
as a system. However, the President's 
executive order has the effect of combin- 
ing all credit agencies under one general 
head, designated as the Farm Credit 
Administration.__Henry _ Morgenthau, 
Jr., a practical farmer of New York 
state, originally named as head of the 
Federal Farm Board, becomes the Gov- 
ernor of the new Credit Administration. 

The Federal Government has been 
giving credit to farmers through agen- 
cies that have included the Farm Board, 
which advanced money to cooperative 
marketing associations; the Department 
of Agriculture, which made direct loans 
for financing and harvesting crops; the 
Reconstruction Finance Corporation, 
which gave regional credits and in some 
cases made direct loans in competition 
with the Department of Agriculture; 
and the Treasury Department, which 
gave loans on mortgages and rediscount- 
ed agricultural paper through the land 
banks and intermediate credit banks. 
This condition meant endless confusion 
for the farmer, and sometimes he had to 
travel several hundred miles to get his 
loan. Since few direct loans are large, 
the expense in obtaining them has been 
excessive. 


UNDER ONE ROOF 


THE administration expects to have 
a single agency, conveniently located, 
to which the farmer can go for a short 
term loan for financing his crop, a two- 
or three-year loan for purchase of live 
stock, a mortgage on his farm, or a loan 
to finance a cooperative marketing or- 
ganization. All bureaus or departments 
handling these several types of loans will 
be housed under a single roof, each de- 
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partment with its directing head. Loans 
will be available in 24 hours. 

The Farm Credit Administration, as 
now being evolved, has expressed it as 
a policy that in future it will not func- 
tion as a corporation for holding farm 
goods off the market, but will act as a 
selling agency. It will dispose of stocks 
of produce now on hand and will find 
markets for the 1933 crops. Shorn of all 
intricate and legal phraseology, the Ad- 
ministration’s idea is to liquidate thou- 
sands of virtually bankrupt farms and 
to restore them to their owners with a 
conditional guarantee of a sufficient re- 
turn to curtail outstanding obligations. 

This would be accomplished partly 
through the sale of $2,000,000,000 of 
farm relief bonds, on which the interest 
of 4 per cent would be guaranteed by 
the Government. The bonds would be 
handled through the Federal land banks 
and exchanged for the present mort- 
gage obligations held by banks, insur- 
ance companies and other institutions. 
They would be a different type of ob- 
ligation from the existing $1,147,000,- 
000 Federal land bank bonds. Since the 
total farm mortgage debt is now esti- 
mated at $9,100,232,000, some doubt is 
raised regarding the sufficiency of the 
$2,000,000,000 proposal. Should a flood 
of applications for exchange follow the 
inauguration of the plan, expansion of 
the amount may become necessary. And 
the effect on the land banks, of such a 
turn, is of course conjectural. 

During the past three years more 
than 500,000 farmers have been dispos- 
sessed by foreclosure proceedings, or 
reduced to the status of tenants. In- 
surance companies, commercial banks, 
private agencies and individuals have 
become the unwilling owners of thou- 
sands of acres of unprofitable farm 
lands. The outstanding farm mortgage 
debt is distributed as follows: 


Insurance companies. . .$2,167,027,000 
Individuals 1,457,302,000 
Federal land banks.... 1,143,023,000 
Commercial banks..... 1,022,004,000 
Retired farmers........ 1,003,078,000 
Mortgage companies... 984,152,000 
671,236,000 
Joint stock land banks.. 652,410,000 
$ 9,100,232,000 
Other indebtedness: 
Owed to country mer- 
chants 
Short term loans 
country banks....... 2,500,000,000 
Live stock and farm im- 
‘plement companies... 1,000,000,000 
$13,600,232,000 


Annual interest charges are about 6 
per cent on real estate indebtedness, 8 


Roman Plow 


Early Plow 


Just Before Power Farming 


Swift change. Farm methods altered little for several thousand years, but in the 
last 20 years no industry has experienced such revolutionary progress as agricul- 
ture. The photographs above show models in the Daily News Building, New York 


per cent on short term obligations and 
15 to 20 per cent on merchant credit, 
making the annual carrying charge 
about $1,000,000,000. 

Obviously, in this situation, the stake 
of the country bank in whatever relief is 
given the farmer is greater than that of 
any other creditor. 


COUNTRY BANK HOLDINGS 


THE country banker holds $1,000,- 
000,000 of farm mortgages. He is fiscal 
agent for the country merchant to whom 
the farmer owes $1,000,000,000. He 
holds $2,500,000,000 of the farmer’s 
short term notes. He is banker for the 
retired farmers who hold $1,000,000,000 
of farm mortgage paper. He is banker 
for a large number of individuals who 
hold more than $1,000,000,000 of farm 
mortgage obligations. And in addition, 
he owns thousands of acres of farm 
land, as well as live stock, machinery 
and equipment. 

So, the_country banker has approxi- 
mately a $6,000,000,000 interest—near- 
ly 50per cent of the total—in this debt. 


The farmer, weighted down by debt 
and not knowing his actual financial 
status, is now trying to understand some 
of the public discussions relating to do- 
mestic allotments, tariff revision, sub- 
sidies, mergers and combines, sales tax 
proposals, imports and exports, proces- 
sors’ taxes, acreage reduction, etc. In 
the end, no matter what form farm re- 
lief may take, he will probably turn 
again to the country banker who, in the 
last analysis, has always been the back- 
bone of American agriculture as well as 
a large stakeholder in its development. 
—tr recent years, farmers’ cooperatives 
have grown to large proportions until 
today 11,950 of them are functioning as 
marketing and purchasing agencies. 
They have a membership of more than 
3,000,000 farmers and, in 1931, did a 
business of more than $2,400,000,000. 
A survey by the Department of Com- 
merce indicated that these organizations 
so curtailed the business of thousands of 
country merchants that many merchants 
were forced out of business. This, too, 
has resulted (CONTINUED ON PAGE 64) 
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The Condition 


HE decision of President Roosevelt to place an 

embargo on gold exports is generally conceded to 

have extraordinary historical significance, even 
by those who regard the action with scepticism. The 
New York Times, on April 20, expressed editorially 
this opinion concerning America’s abandonment of 
the gold standard: 

“The incident is unpleasant; to many financial ob- 
servers it will seem alarming. Yet it was a possibility 
that constantly overhung the exchange market from 
the moment when the free export of gold was embar- 
goed a month ago. The strength of dollar exchange, 
immediately after the authority for that action was 
conferred by the Emergency Banking Act, was 
largely promoted by the forced repurchases of a huge 
foreign ‘bear account’ in dollar exchange, which had 
been caught off its guard by our protective banking 
program. This may have been mostly completed. 
Furthermore, the demonstrations for any and every 
kind of unsound money had not at that time blazed 
up as they have done in the fortnight past.” 


HE period since the inauguration of President 

Roosevelt has been characterized by unprece- 
‘dentedly spectacular developments in the domain of 
actual and proposed legislation. The pattern of busi- 
ness and of the markets during these weeks has been 
only moderately influenced by such considerations. 
It has been, predominantly, the pattern that one 
would expect to find during and after such an episode 
as the “bank holiday”. 

The stock market began a slow steady decline in 
February, which carried it from 84.26 in the averages 
of the New York Herald Tribune on February 8 to a 
low of 80.49 on March 2. The reopening of the Ex- 
change was the signal for a riotous two days of trad- 
ing on Wednesday and Thursday, March 15 and 16, 
in the course of which the entire losses of the previous 
month were wiped out. This enthusiasm was too great 
to last, but after a few days of gentle reaction, stocks 
turned up again April 5, and by the middle of the 
month were once more flirting with the March 16 
high. The bond market suffered more heavily in the 
liquidation preceding the closing of the banks, as 
might have been expected, and has been slower to re- 
spond to the improved credit situation. Bonds, how- 
ever, have had to combat, in the last few weeks, a con- 
stantly mounting volume of “inflation” talk. While 
such talk has been helpful to stocks and commodities, 
it naturally has not been conducive to the progress 
of fixed interest bearing securities. 

The commodity markets have shown general im- 
provement during the past month, after making their 
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of BUSINESS 


lows of the year—-and for the entire depression—in 
the month of February. Moody’s index of sensitive 
commodities, which is published daily, made its bot- 
tom of the movement on February 4, at 78.7, and on 
the day before the closing of the banks stood at 81.9. 
It showed a steady rise, however, even while the banks 
were closed, and reached 88.7, its best mark of the 
year up to that time, on March 16. After easing off 
with the security markets subsequently, it took ad- 
vantage of the “inflation movement” in April, and 
rose slowly but more or less uninterruptedly during 
the first half of the month, reaching 90.9 on April 13, 
a new high for 1933. 

Silver metal, hides, wheat, cotton, hogs and corn 
were among the commodities to show substantial 
gains for the month. Wheat was helped directly, and 
other commodities indirectly, by a sensational Gov- 
ernment report on the winter wheat crop, published 
on April 8. This report estimated the winter produc- 
tion this year at but 334,000,000 bushels, the smallest 
total since 1904. The crop condition as of April 1 was 
placed at 59.4 per cent, an all-time low. Wheat statis- 
ticians are now estimating that American production 
as a whole this year, winter and spring combined, may 
fall 50,000,000 to 100,000,000 bushels under domestic 
requirements. 


FREIGHT, STEEL, POWER 


THE credit contraction and expansion resulting from 
the closing and subsequent reopening of the banks 
finds expression in statistics on the volume of busi- 
ness quite as clearly as it does in the money, security 
and commodity markets. After averaging approxi- 
mately 20 per cent in February, production in the 
steel industry fell abruptly to around 15 per cent dur- 
ing the bank moratorium. The lifting of this pressure 
is to be seen in the reports for the first half of April, 
during which the rate of production rose to 1614 per 
cent in the first week, then was stepped up abruptly 
to 1914 per cent the second week. 

The third of these sensitive weekly barometers of 
business, electric power production, makes an even 
more striking showing. During the middle of March 
it lagged 10.6 per cent behind the same period last 
year; by April 8 it was within 4.5 per cent of the cor- 
responding total in 1932, the best comparative show- 
ing made in more than a year. 

February saw exports fall to $100,000,000, the 
smallest monthly total since August, 1904, and saw the 
net operating income of the railroads drop to $9,850,- 
000, or 54.5 per cent below February, 1932. The de- 
cline in unfilled orders of the United States Steel Cor- 
poration in March, encouragingly small in view of the 
fact that the banks had been shut down during half 
the month, amounted to (CONTINUED ON PAGE 65) 
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NATIONS 


An Exchange 


of Views 


KEYSTONE 
Trade: More than ordinary interest at- 
taches to Canada’s delegate, Prime Min- 
ister Richard B. Bennett, because of 
the problem of Empire preference 


GLOBE 


Debts and disarmament: Prime Minister 

J. Ramsay MacDonald represents Great 

Britain. His last visit here was in 1929 
prior to the London Naval Conference 


KEYSTONE 


World Recovery: Secretary of 
State Cordell Hull prepared 
for a series of private con- 
ferences between President 
Roosevelt and each of the rep- 
resentatives of 53 nations in- 


vited to join in the exchange 
WIDE WORLD 


U. S. Relations: Alberto J. Pani, Secre- 
tary of Finance in Mexico, represents his 
country during the conversations 


of views in Washington. These 
meetings were to be an in- 
formal preliminary to the 
World Economic Conference 


WIDE WORLD 

Manchukuo: From Japan comes Viscount 

Kikujiro Ishii, at one time the Japanese 
Emperor’s Foreign Minister 
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England: Four-fifths of the es- 
tates are settled under wills 


WILLS 


The United States: One-third of 
the estates are thus settled 


France: The same proportion as 
that in England holds true 


A coneerted national effort to induce property 


owners to make wills is a constructive step 


which all trust institutions might take immediately 


RUST departments have come 

through the recent bank holiday 

and subsequent period of reopen- 
ing with a record of continuity of ser- 
vice that is calculated to inspire even 
greater confidence in them. 

Under Regulation 13 of the Secretary 
of the Treasury, which was issued the 
day after the bank holiday was pro- 
claimed, trust departments were ex- 
pressly authorized to continue to trans- 
act trust business in the normal and 
usual manner, except that they could not 
pay out or permit the withdrawal of 
coin or currency or withdrawal of de- 
posits in other departments of the bank, 
except for the necessities of its bene- 
ficiaries as defined in other regulations 
of the Secretary. The practical effect of 
this was only to delay the issuance of 
checks for payments to beneficiaries. 
Even this regulation was directed, not 
to the issuance of checks by the trust de- 
partment, but to the cashing of them by 
the banking department. 

Under Regulation 31 issued by Secre- 
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tary Woodin on March 31, which super- 
seded Regulation 13, the trust depart- 
ment of any bank which is a member of 
the Federal Reserve System and is not 
yet licensed to resume its banking func- 
tions may, nevertheless, transact trust 
business in the normal and usual man- 
ner and make payments to beneficiaries; 
provided only that it cannot withdraw 
funds on deposit in any other depart- 
ment of the bank or make payments 
that would discharge any obligation of 
the bank as distinguished from any 
trustee or other fiduciary duty. Again, 
the limitations upon the trust depart- 
ments of closed banks relate, not to their 
normal trust business, but only to bank- 


* 
Ahead 


This is a composite view of 
the trust outlook based on 
authoritative opinions gath- 
ered from sources in all 
parts of the country 


ing and interdepartmental relationships. 
The president of one institution that is 
now in the hands of a conservator says, 
“Our trust business is not affected. In 
fact, we are going ahead in our trust 
business just as before the holiday.” 

It is correct, therefore, to say that 
both during the bank holiday and since, 
continuity of trust service has remained 
unbroken except for the withdrawal of 
bank deposits. 

The next question now is: what effect 
will impending Federal banking legisla- 
tion have upon trust business? 

Whatever turn banking legislation in 
Congress may take, it is not expected 
materially to affect the duties, responsi- 
bilities, and liabilities of trust institu- 
tions in the settlement of estates, the ad- 
ministration of trusts, or in the per- 
formance of other fiduciary services. 
Even though the organization or inter- 
departmental relationships or corporate 
structure of trust institutions may be 
affected by Federal legislation, tine ad- 
ministrative and operative fur:ctions of 
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trust departments will not be affected 
and trust departments as such will con- 
tinue to function as usual. 

The prediction that, whatever turn 
Federal banking legislation may take, 
trust business will still be carried on in 
the normal and usual manner, is made 
with confidence because banks and trust 
companies in their capacities as execu- 
tors, administrators, trustees and guar- 
dians and in all other fiduciary capaci- 
ties except appointments by the Federal 
court are governed by state laws and are 
answerable and accountable to state pro- 
bate and chancery courts. 

When, under Section K of the Federal 
Reserve Act, national banks were au- 
thorized to exercise trust functions, it 
was provided that in the exercise of 
trust powers, they should comply with 
the laws of the states in which they were 
located. That is to say, in so far as their 
trust business is concerned national 
banks are, to all intents and purposes, 
as if they were state institutions. While 
Congress may grant or withhold permis- 
sion to national banks and other mem- 
bers of the Federal Reserve System to 
engage in trust business and may apply 
protective measures to such institutions, 
it cannot and will not be disposed to 
set up a Federal probate and chancery 
practice or to transfer the jurisdiction of 
estates and trusts from the state to the 
Federal courts. 


GO ON WITH FUNDAMENTALS 


IN THE light of these facts, even during 
the period of readjustment and reorgan- 
ization in banking, the trust depart- 
ments have no reason to hesitate about 
going ahead with constructive plans and 
programs for developing and expanding 
their trust business. In fact, the present 
would seem to be an unusually oppor- 
tune time for trust departments to make 
a reappraisal of their services for the 
purpose of determining which of them 
should have special emphasis during the 
period that lies immediately ahead. 

To a trust department that is now 
halting between two opinions, unde- 
cided whether merely to mark time or 
to go ahead, one bit of advice that may 


Property owners who are induced by advertisements, 
printed matter and personal solicitation of trust in- 
stitutions to make wills would, of their own accord 
and without urging, take the logical step of naming 


trust 


be followed without any question is that 
it is a good time to go on with funda- 
mentals. 

But, one asks, what are the funda- 
mentals of trust business? One medium- 
sized trust department is known by 
actual count to be rendering over 30 
fiduciary services which are themselves 
capable of no little subdivision. Which 
of these are fundamental—services with- 
out which trust business would not be 
continued? 

Both historically and practically, are 
not the basic trust services executorships 
and trusteeships under wills or, ex- 
pressed another way, the settlement of 
the estates of decedents and the admin- 
istration of trusts for their beneficiaries? 
Is there a trust department anywhere— 
in America or England or any other 
English-speaking country at any rate— 
that does not offer these two services? 
Living trusts, life insurance trusts and 
the many other types of trusts and 
agencies are, with most trust institu- 
tions at any rate, minor and junior ser- 
vices as compared with the settlement 
of estates and the administration of 
trusts under will. 

Have American trust institutions 
completed their job of getting property 
owners to make wills and to name trust 
institutions as executors and trustees? 
Or have they, during these latter years, 
in a measure, neglected this job while 
they have gone about the development 
of other minor or junior services? Statis- 
tics gathered here and there over the 
country seem to warrant the estimate 
that, taking the cities of the United 
States alone, about one-half of the es- 
tates arising in them are being settled 
under will and taking the country as a 
whole, rural districts as well as cities, 


Such a simultaneous or concerted effort at this time 
not only will be getting on with fundamentals but 
also will be laying the basis of a new business that 
will be profitable to trust institutions as well as help- 
ful and valuable to the entire American people 


institutions as their executors and trustees 


about one third of the estates are being 
settled under will. In other words, ac- 
cording to the available statistics, two- 
thirds of the property owners of the 
United States die without wills. 


IN ENGLAND AND FRANCE 


IN THIS respect compare the United 
States with England. In 1929 four-fifths 
of the estates in England, based on the 
analysis of 1,000 estates taken in order, 
were being settled under will. One solici- 
tor, who has had much experience in the 
administration of estates, suggests that 
even more than four-fifths of the Eng- 
lish property owners make wills. “In my 
experience,” he says, “among clients for 
whom we and people like ourselves act, 
an intestacy is rather a rarity. In fact, 
I should say that the proportion would 
be more like one in 20 or even less as 
compared with the one in five which you 
have got from your figures.” On this 
point also an English barrister and trust 
man says: “Public opinion here for 
many years has been inclined to regard 
a man who fails to make a will as hav- 
ing been definitely careless in regard to 
his affairs and provision for his family. 
It has long been ‘the correct thing’ to 
make a will. Society expects John Citi- 
zen to make a will and, if questioned, 
John will invariably agree that he ought 
to do so.” 

The proportion of property owners in 
France who make wills is quite as high 
as it is in England, and this despite the 
fact that most of the French wills are 
holographic and that under the Code 
Napoleon French men and women of 
family may dispose of only a compara- 
tively small part of their estates. 

If it is true that two-thirds of the 
property owners of the United States 
die without wills, is it not correct to say 
that there is a real need of a campaign 
for will-making? And if such a cam- 
paign, who better than trust institutions 
can sponsor it? 

In a campaign for will-making at this 
particular time, three of the points of 
emphasis should be (1) that it is fully 
as important for one with a small, de- 
preciated estate as it is for one with a 
large estate (CONTINUED ON PAGE 62) 
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GALLOWAY 


The Postmaster’s 


Bank 


AVING reached a billion dollar 

status the postal savings system 

of the United States Government, 
now in operation nearly 22 years, can 
no longer be considered an amateur in 
banking. It is hardly a giant, but it has 
attained real size. Its deposits now 
total close to one-tenth of the deposits 
in all stock and mutual savings banks 
in the country, and it is growing at a 
rather tremendous rate. This growth 
entails a reaction on American banking 
which merits particular attention at the 
present time. 

Previous to the World War and up to 
the time the United States entered that 
struggle, the deposits in the system 
averaged less than $100,000,000. Dur- 
ing the War, partly as a result of the 
inability of alien residents in this coun- 
try to remit their savings abroad and 
partly as a reflection of the increased 
earnings of this class of industrial work- 
ers, the deposits rose quite rapidly and 
in 1919 reached a peak, for that period, 
at $167,323,260. 


Today in the typical American town, 

with the population predominantly na- 

tive-born, the post office receives savings 
deposits in considerable volume 
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As remittances abroad were renewed 
a steady decrease followed until 1923. 
For three years thereafter deposits were 
fairly stationary. In 1926 new life was 
displayed, and by the end of the fiscal 
year 1930 the deposits were $175,271,- 
686. Then followed a rapid increase. 
By June 30, 1931, total deposits were 
$347,416,870, and at the end of 1931 
they were $605,593,749. The movement 
since that time has been steadily up- 
ward, until, on February 28, postal sav- 
ings deposits totaled $1,005,572,570. 

Preliminary figures for March, 1933, 
indicate another large monthly increase. 
If the average of around $150,000,000 
of deposits between 1920 and 1930 may 


When the postal savings system was in- 
augurated in 1911, the primary purpose 
was to serve immigrants who were ar- 
riving at the rate of 900,000 annually 


be taken as the measure of what may 
be termed the normal business of the 
system, it appears that the postal sav- 
ings system has put about $900,000,000 
into the keeping and control of the 
United States Government as a result 
of extraordinary conditions in the bank- 
ing and finance of the country. Since 
current deposits in the system indicate 
a constant and rapid increase rather 
than any probable decrease in the im- 
mediate future, it is evident that the 
country and its bankers have a major 
problem on their hands in the adapta- 
tion of this new factor in national fi- 
nance to an increasingly complex bank- 
ing situation. 

The first question to be considered in 
dealing with this problem is the, matter 
of the permanence of the pos- 
tal savings system as a really 
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important element in the banking and 
finances of the country. Since the sys- 
tem operated for nearly a score of years 
without rising above the level of any 
one of perhaps a score of banks in the 
nation in the matter of total deposits, it 
is evident that its sudden expansion has 
been due to extraordinary conditions. 
It might be a logical presumption that 
when these conditions have disappeared 
the extraordinary development of the 
Government institution would disap- 
pear with them and the present problem 
would solve itself without difficulty. 
This view is supported somewhat by 
the fact that, while the system has 
afforded certain facilities during the 
current business depression which have 
met the needs of people in certain parts 
of the country, it does not and in its 
very nature cannot afford those com- 
mercial bank facilities which people in 
all walks of life require and to which, 
as conditions become more normal, they 
will inevitably return. 

It is not at all certain, however, that 
this reasoning can be relied upon. Con- 
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Whatever may be the amount of Government obligations in- 
volved in this system of redeposits it is evident that it is 
already a considerable factor in Government financing. This 
becomes of significant importance since there is a school of 
finance and economics in Washington which contemplates 
the further development of postal savings as an increasingly 
important means of national borrowing 


ditions in American banking have 
changed materially in the past two or 
three years and the change is perma- 
nent. Conditions in the postal savings 
system also have changed materially 
and it is probable that these changes 
also are permanent. 

Up to the middle of 1930, although 
the Government’s savings system was 
spread, nominally, all over the country 
and there had already been considerable 
expansion in several western states, the 
bulk of the deposits were in a few states, 
and 1,829 out of a total of 6,795 de- 
positories held no deposits or merely 
nominal sums. Sixteen of the states had 


Per Capita Postal Savings 


deposits of less than $1,000,000, includ- 
ing 12 states with less than $500,000 
and six states with less than $200,000. 
On the 30th of last June there were 
deposits exceeding $1,000,000 in all 
states excepting Maine, Delaware and 
Vermont, and only 20 depositories out 
of a total of 7,549 were in the nominal 
class. Since then the nature of the in- 
crease, both in amount and distribu- 
tion, has been phenomenal—an increase 
to February 28 of $830,300,884. 

Aside from the great increase in total 
deposits which has been accompanied 
by a similar increase in the number of 
depositors (CONTINUED ON PAGE 50) 


The postal savings system has been used more and more, not by the foreign-born 

population, as at first, but by native-born Americans. States in Group 1 on the map 

below have per capita postal savings deposits up to $4.00. In Group 2 are the states 

where postal deposits range from $4.01 to $8.00. The per capita figure in Group 3 
is from $8.01 to $15.00 and in Group 4 from $15.01 to $21 
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KEYSTONE 


Hitler: Nationalism in Ger- 
many under Nazi leadership re- ‘ UNDERWOOD & UNDERWOOD 
stricts the business and profes- : 
sional activities of Jews | Reserve System: 
Eugene Meyer re- 
signed as Governor 
of the Board in 
Washington. He was 
appointed by Presi- 
dent Hoover and 
took office Septem- 
ber 16, 1930 


KEYSTONE 


Reorganiza- 
tion: Walter 
J. Cummings 


of Chicago, 

named execu- 

tive assistant 

to Secretary 

Woodin, to 


solve the 


problem of 
banks which 


WIDE WORLD 


Europe: Special Ambassador Nor- as KEYSTONE 

man H. Davis told several trans- 

Atlantic governments about Presi- Relief: The Administration’s reforestation program contemplates the 
dent Roosevelt’s plans enlistment of 250,000 men in a tree planting army 
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EDITORIALS 


Statement of Trust Principles 


THE Statement of Principles of Trust Institutions 
is published in full in this number of the JOURNAL. To 
trust men it contains little that is new, for it is but an 
arrangement and restatement of the principles that 
guide trust institutions generally. But it will serve to 
clarify these principles in the minds of the people by 
whom all too frequently they are not fully understood 
or appreciated. 

The present form of the statement is the result of 
several months of labor and the collaboration of trust 
men from all parts of the country. At the convention 
of the American Bankers Association in Los Angeles 
last October, the Executive Committee of the Trust 
Division, realizing that the public did not understand 
these principles, authorized the preparation of a State- 
ment of Principles of Trust Institutions. A large num- 
ber of trust men were invited to contribute points that, 
in their opinion, should go into the statement. 

A preliminary draft of the statement was presented 
to and approved in substance by the Committee in 
New York in February. A special committee was then 
charged with the duty of making the final draft. This 
was unanimously approved by the Executive Council 
of the American Bankers Association at its recent 
meeting in Augusta. 

The statement, therefore, represents the well-consid- 
ered conclusions of trust men, based upon generally 
accepted principles of law. 


Abolish Free Services 


THE Bank Management Commission of the Ameri- 
can Bankers Association has completed a new nation- 
wide study of service charges. The results indicate 
that a great majority of the banks of the country are 
breaking with the tradition of giving away millions 
of dollars in free services annually. 

Free services are an incubus created in a period 
when all costs of running a bank were lower—salaries, 
taxes, insurance, rent, transportation and communica- 
tions. 

The survey covered the activities of 180 clearing- 
houses including 27 regional organizations. Out of the 
180 organizations 93 per cent—all but 13—are now 
maintaining service charge systems based either upon 
a flat rate charged when monthly average deposit bal- 
ances fall below a minimum or based upon the mea- 
sured or metered system. The flat charge system was 
maintained in 109 of the clearinghouses; 46 maintain 
the metered service system while 12 reported that 


a 


there was no uniformity in the practice of their mem- 
ber banks, some employing the flat rate and others 
the metered system. 


CHARGES VARY WIDELY 


SERVICE charges against depositors under the flat 
rate system vary greatly in the several parts of the 
country and among classes of banks, largely because 
of special conditions and also because the flat rate 
system was the first adopted and the rates have been 
more or less experimental. 

Slightly over a third of the clearinghouses report 
that the monthly flat charge of the banks in their or- 
ganization was 50 cents on balances averaging less 
than $50. Another third reported their charge was $1 
a month on balances averaging less than $100 while a 
little less than a fourth of the organizations use a 
charge of 50 cents a month on balances averaging less 
than $100. The rest showed varying rates including 
50 cents a month on balances less than $75; $1 a 
month on balances less than $200; $1 a month on 
those less than $300; 50 cents a month on balances less 
than $200; 75 cents a month on balances less than 
$100; $2 a month on those less than $50; and $2 a 
month on those less than $200. 

It is admitted by the reporting banks that most of 
these rates are an approximation based on averages 
in an endeavor to secure for the banks a fair return 
for services actually rendered, and that in many cases 
they are inequitable inasmuch as in some cases they 
are not high enough to cover the cost of the services 
given while in other cases, where the service given is 
limited, they are too high. 


Fair and Correct 


MANY banks now using the flat rate system say 
that the measured charge now used by 46 of the 180 re- 
porting clearinghouses is preferable since it fits the 
charge to the service rendered. Practically all of the 
banks in this group charge a fixed monthly fee to 
cover overhead. To this they add charges according to 
the service rendered, chiefly the number of checks 
drawn against an account. 

About one-fifth of these banks make an initial 
charge of 50 cents per month on balances of less 
than $50; one-fifth charge 50 cents on balances less 
than $100; one-fifth charge $1 on balances of less than 
$100; and one-fifth charge $1 on balances less than 
$200. The rest use a basic charge which decreases in 
amount proportionately as the average of the deposit 
balances increases. (CONTINUED ON NEXT PAGE) 
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EDITORIALS 


(CONTINUED FROM PRECEDING PAGE) 


After the initial charge the “metered” charges also 
vary. About one-third, of the clearinghouses report 
that their banks allow one free check for each $10 
average balance above the minimum limit on which 
the fixed charge is based. Another third have a 
graduated scale of free checks increasing in multiples 
of five for each $50 or $100 of deposits above the 
minimum limit while the other third indicate the 
number of free checks allowed on the basis of the in- 
itial charge and make no further charge unless the 
privilege is abused. 


SELF-SUPPORT 


EACH account must pay its way. While on the face 
of the record these charges show a wide difference in 
practice, a careful comparison of the several charges in- 
dicates that the differences are really less than they ap- 
pear to be. Some rates are intended to persuade a de- 
positor to increase his balance, although this is merely 
another way of getting at the same thing—an income 
for the bank which will cover the costs of its service. 

Although service fees are charged the small de- 
positors which often are not assessed against the 
larger depositor, the former is not discriminated 
against since the interest on the larger balance covers 
the costs which the smaller depositor pays directly 
in the monthly charge. The idea back of both systems 
of charges is the same—each account must be self- 


supporting. 


Large Active Accounts 


ABOUT half the members of the clearinghouses 
using the measured system and the vast majority of 
banks using the flat rate system also analyze all large 
or unusually active accounts and charge the depositors 
with the cost of the service actually rendered. 

While far the greater number of accounts affected 
under both systems are small, the greater portion of 
the earnings of the banks from the fees collected is 
from the larger and more active accounts. Medium- 
sized western banks report that in some cases the 
monthly fee of some of the larger accounts runs as 
high as $100. There is considerable difference of opin- 
ion among banks using the metered system as to 
whether or not the latter avoids the necessity of an- 
alyzing larger and more active accounts. 

Banks which have continued the analysis of ac- 
counts in addition to or in connection with the 
metered service report that their experience is that 
analysis is still necessary, particularly in active com- 
mercial accounts. 


Effect on Deposits 


THE critical features of these charges from the bank. 
er’s standpoint are their effects upon the bank’s depos- 
its. The survey shows that, while the number of ac- 
counts has decreased, the volume of deposits on the 
whole shows little if any decrease. In a rather surpris- 
ing number of cases banks report an actual increase in 
deposits resulting from efforts of depositors to in- 
crease their balances and thus avoid a service charge. 
In practically all cases banks report that the deposits 
lost have been in unprofitable accounts and most of 
the latter have been eliminated from the banks. 

The result has been a notable decrease in the cost 
of bookkeeping, stationery, postage and other ex- 
penses. On the other hand the earnings have been 
very substantial, in some cases running as high as 5 
per cent on the capital stock of the bank. 

Working both in the way of saving expenses and in- 
creasing earnings the change in many cases has been 
sufficient to change the institution from a losing to a 
dividend paying enterprise. 

The chief objection to the metered system of charg- 
ing for each check drawn at the present time is that 
when taken in connection with the Government tax 
on checks it renders the cost of each check rather high, 
although in some cases this is approved by the bank- 
ers as tending to reduce the number of checks and thus 
further reduce the cost of handling accounts. The im- 
portant feature of the survey is the report of the banks 
that few depositors object to the service charge and 
many depositors express surprise that such a charge 
had not been imposed before. 

Millions of depositors have proof in actual experi- 
ence that an unsound bank is a menace and that it is 
incumbent on every depositor and business man, as 
well as the banker, to see to it that a bank does a 
profitable business. The willingness of the public to 
pay its way in banking is not so surprising after all. 


Read 


BANKERS and business men, generally speaking, 
do not read enough. They are well aware of the value 
of accurate, timely information but reading is a thing 
that can be postponed indefinitely without pain, in- 
convenience or serious regret. 

Events are several months ahead of the average 
executive. He may know that a certain bill has been 
introduced, a law passed, a judicial decision rendered 
or an important commercial announcement made, but 
he does not find out what really occurred until the 
event is several months old. An accurate knowledge 
of current affairs is essential to success today. 

The newspapers tomorrow morning will tell what 
happened today. In order to be equipped to render 
tomorrow’s decisions it will be necessary to read more 
than the headlines. 
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A Statement of Principles 


Of Trust Institutions 


HIS Statement of Principles has been formulated in 

order that the fundamental principles of institutions 

engaged in trust business may be restated and thereby 
become better understood and recognized by the public, as 
well as by trust institutions themselves, and in order that it 
may serve as a guide for trust institutions. 

In the conduct of their business trust institutions are 
governed by the cardinal principle that is common to all 
fiduciary relationships—namely, fidelity. Policies predicated 
upon this principle have for their objective its expression in 
terms of safety, good management and personal service. 
Practices developed under these policies are designed to 
promote efficiency in administration and operation. 

The fact that the services performed by trust institutions 
have become an integral part of the social and economic 
structure of the United States makes the principles of such 
institutions a matter of public interest. The statement follows. 


—R. M. SIMS 


President of the Trust Division 
American Bankers Association 


ARTICLE I.—DEFINITION OF TERMS 
Section 1.—Trust Institutions 


RUST institutions are corporations engaged in trust 

business under authority of law. They embrace not only 
trust companies that are engaged in trust business exclusively 
but also trust departments of other corporations. 


Section 2.—Trust Business 


Trust business is the business of settling estates, adminis- 
tering trusts and performing agencies in all appropriate 
cases for individuals; partnerships; associations; business 
corporations; public, educational, social, recreational and 
charitable institutions, and units of government. It is ad- 
visable that a trust institution should limit the functions of 
its trust department to such services. 


ARTICLE Il.—ACCEPTANCE OF TRUST 
BUSINESS 


TRUST institution is under no obligation, either moral 
or legal, to accept all business that is offered. 


Section 1.—Personal Trust Business 


With respect to the acceptance of personal trust business 
the two determining factors are these: is trust service need- 
ed, and can the service be rendered properly? In personal 
trusts and agencies, the relationship is private, and the trust 
institution is responsible to those only who have or may 
have a financial interest in the account. 


Adopted by the Executive Commit- 
tee of the Trust Division and ap- 
proved by the Executive Council of 
the American Bankers Association 


Section 2.—Corporate Trust Business 


In considering the acceptance of a corporate trust or 
agency the trust institution should be satisfied that the com- 
pany concerned is in good standing and that the enterprise 
is of a proper nature. 


ARTICLE III.—ADMINISTRATION OF 
TRUST BUSINESS 


Section 1.—Personal Trusts 


N the administration of its personal trust business, a 

trust institution should strive at all times to render un- 
exceptionable business and financial service, but it should 
also be careful to render equally good personal service to 
beneficiaries. The first duty of a trust institution is to carry 
out the wishes of the creator of a trust as expressed in the 
trust instrument. Sympathetic, tactful, personal relationships 
with immediate beneficiaries are essential to the performance 
of this duty, keeping in mind also the interests of ultimate 
beneficiaries. It should be the policy of trust institutions 
that all personal trusts should be under the direct supervi- 
sion of and that beneficiaries should be brought into direct 
contact with the administrative or senior officers of the trust 
department. 


Section 2.—Confidential Relationships 


Personal trust service is of a confidential nature and the 
confidences reposed in a trust department by a customer 
should never be revealed except when required by law. 


Section 3.—Fundamental Duties of Trustees 


It is the duty of a trustee to administer a trust solely in the 
interest of the beneficiaries without permitting the intrusion 
of interests of the trustee or third parties that may in any 
way conflict with the interests of the trust; to keep and 
render accurate accounts with respect to the administration 
of the trust; to acquaint the beneficiaries with all material 
facts in connection with the trust; and, in administering the 
trust, to exercise the care a prudent man familiar with such 
matters would exercise as trustee of the property of others, 
adhering to the rule that the trustee is primarily a conserver. 


Section 4.—Corporate Trust Business 


In the administration of corporate trusts and agencies the 
trust institution should render the same fine quality of ser- 
vice as it renders in the administration of personal trusts 
and agencies. Promptness, accuracy, and protection are 
fundamental requirements of efficient corporate trust ser- 
vice. The terms of the trust instrument should be carried 
out with scrupulous care and with particular attention to 
the duties imposed therein upon the trustee for the protec- 
tion of the security holders. (CONTINUED ON NEXT PAGE) 
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ARTICLE IV.—OPERATION 
OF TRUST DEPARTMENTS 


Section 1.—Separation of Trust 

Properties 

jem properties of each trust should 
be kept separate from those of all 

other trusts and separate also from the 

properties of the trust institution itself. 


Section 2.—Investment of Trust Funds 


The investment function of a trustee 
is care and management of property, 
not mere safekeeping at one extreme 
or speculation at the other. A trust in- 
stitution should devote to its trust in- 
vestments all the care and skill that it 
has or can reasonably acquire. The re- 
sponsibility for the investment of trust 
funds should not be reposed in an in- 
dividual officer or employee of a trust 
department. All investments should be 
made, retained or sold only upon the 
authority of an investment committee 
composed of capable and experienced 
officers or directors of the institution. 

When the trust instrument definitely 
states the investment powers of the 
trustee, the terms of the instrument 
must be followed faithfully. If it should 
become unlawful or impossible or 
against public policy to follow literally 
the terms of the trust instrument, the 
trustee should promptly seek the gui- 
dance of the court about varying or in- 
terpreting the terms of the instrument 
and should not act on its own responsi- 
bility in this respect except in the face 
of an emergency, when the guidance of 
the court beforehand could not be ob- 
tained. If the trust instrument is silent 
about trust investments or if it express- 
ly leaves the selection and retention of 
trust investments to the judgment and 
discretion of the trustee, the latter 
should be governed by considerations of 
the safety of principal and dependabil- 
ity of income and not by hope or ex- 
pectation of unusual gain through spec- 
ulation. However, a trustee should not 
be content with safety of principal alone 
to the disregard of the reasonable in- 
come requirements of the beneficiaries. 

It is a fundamental principle that a 
trustee should not have any personal 
financial interest, direct or indirect, in 
the trust investments bought for or sold 
to the trusts of which it is trustee, and 
that it should not purchase for itself 
any securities or other property from 
any of its trusts. Accordingly, it follows 
that a trust institution should not buy 
for or sell to its estates or trusts any 
securities or other property in which it 
or its affiliate has any personal financial 
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interest and should not purchase for 
itself or its affiliate any securities or 
other property from its estates or trusts. 


ARTICLE V.—COMPENSA- 
TION FOR TRUST SERVICE 


Section 1.—A Trust Institution is En- 
titled to Reasonable Compensation for 
its Services 

OMPENSATION should be deter- 

mined on the basis of the cost of 
the service rendered and the responsibil- 
ities assumed. Fees for trust services 
should be applied uniformly and im- 
partially to all customers alike. 


ARTICLE VI.—PROMOTION- 
AL EFFORT 


Section 1.—Advertising 


TRUST institution has the same 

right as any other business enter- 
prise to advertise its trust services in 
appropriate ways. Its advertisements 
should be dignified and not overstate 
or overemphasize the qualifications of 
the trust institutions. There should be 
no implication that legal services will 
be rendered. There should be no reflec- 
tion, expressed or implied, upon other 
trust institutions or individuals, and 
the advertisements of all trust institu- 
tions should be mutually helpful. 


Section 2.—Personal Representation 


The propriety of having personal rep- 
resentatives of trust departments is 
based upon the same principle as that 
of advertising. Trust business is so in- 
dividual and distinctive that the cus- 
tomer cannot always obtain from print- 
ed matter all he wishes to know about 
the protection and management the 
trust institution will give his estate and 
the services it will render his bene- 
ficiaries. 


Section 3.—New Trust Department 


A corporation should not enter the 
trust field except with a full appreciation 
of the responsibilities involved. A new 
trust department should be established 
only if there is enough potential trust 
business within the trade area of the 
institution to justify the proper per- 
sonnel and equipment. 


Section 4.—Entering Corporate 
Trust Field 

Since the need for trust and agency 
services to corporations, outside of the 
centers of population, is much more 
limited than is that of trust and agency 
services to individuals, a trust institu- 
tion should hesitate to enter the corpo- 
rate trust or agency field unless an 
actual demand for such services is evi- 
dent, and the institution is specially 
equipped to render such service. 


ARTICLE VII.—RELATION- 
SHIPS 
Section 1.—With the Public 


LTHOUGH a trust department is a 
distinctly private institution in its 
relations with its customers, it is affected 
with a public interest in its relations 
with the community. In its relations 
with the public a trust institution should 
be ready and willing to give full infor- 
mation about its own financial respon- 
sibility, its staff and equipment, and the 
safeguards thrown around trust busi- 
ness. 


Section 2.—With the Bar 


Attorneys-at-law constitute a profes- 
sional group that perform essential func- 
tions in relation to trust business, and 
have a community of interest with trust 
institutions in the common end of ser- 
vice to the public. The maintenance of 
harmonious relations between trust in- 
stitutions and members of the bar is in 
the best interests of both, and of the 
public as well. It is a fundamental prin- 
ciple of this relationship that trust in- 
stitutions should not engage in the prac- 
tice of law. 


Section 3.—With Life Underwriters 


Life underwriters also constitute a 
group having a community of interest 
with trust institutions in the common 
purpose of public service. Cooperation 
between trust institutions and life un- 
derwriters is productive of the best 
mutual service to the public. It is a 
principle of this cooperation that trust 
institutions should not engage in the 
business of selling life insurance. 
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Bank Advertising 
Can 


Follow Through 


The public wants a return to old-line, conserva-~ 


tive banking; and this is the keynote which re- 


opened banks everywhere may well emphasize. 
People need to be told about it; and this is the 


new task in bank publicity 


HE essence of this keynote must 
be sincerity and not flamboyance. 
A prominent advertising man has 
just written: “If there is any specific 
need in copy at this time it is sincerity, 
for this, if ever, is a period when some- 
thing from the heart will go direct to 
the heart—if happily the heart isn’t 
taken out of it by somebody higher up. 

“One of the fallacies about copy, 
propagated by the writer who doesn’t 
know how to powder his prose, is that 
one must be dull to be sincere, and that 
an honest sentiment cannot survive the 
blasphemy of a bright line. 

“Obviously, the greatest proof of 
sincerity is absence of motive. The first 
of all the many ways in which sincerity 
in selling is made manifest is openly to 
recognize the handicap of motive and 
thereby to disarm suspicion with candor. 
Next is to avoid over-emphasis and to 
seek the respect that accrues to under- 
statement. 

“But no progress is possible with 
truth alone; otherwise, a catalog recital 
of facts would suffice to sell any com- 
modity. Anybody can be conservative, 


By I. I. SPERLING 


Assistant vice-president of the Cleveland Trust Com- 
pany, the author is a member of the savings promo- 
tion committee of the Savings Division of the Ameri- 
can Bankers Association and vice-president of the 
Financial Advertisers Association 


but enthusiasm is a 
gift, and even that 
isn’t much good 
without originality 
to feed on. Only 
continuous inven- 
tion can keep public 
interest at concert pitch in anything— 
even the sincerities.” 

One member of our executive family 
recently enlivened a publicity committee 
meeting by suggesting drily that “a 
bank advertising appropriation is a 
small piece of money entirely surround- 
ed by taboos.” And it may be added 
that the copy taboos today weigh more 
heavily than ever upon the bank adver- 
tising man. 

There are advocates who urge start- 
ing from scratch—publishing the card 
advertisements which_distinguish—bank 
publicity of 25 years ago, to wit: “The 
Blank Bank and Trust Company solicits 
your account. Pays interest on savings. 
Capital and surplus so much. Founded 
1696”. 

Others take the view that the holiday 
was only a momentary pause, that 
banking has purged 
itself and we may 
now resume business 
as_usual. 

Between these 
widely divergent 
opinions, too, there 
are others. One 


Type is a Powerful Force 


The job of the banks today is to continue 
business as usual and to seek the business 
which they are equipped to handle 


school of thought believes the banks’ cue 
to be a cooperative national educational 
campaign of advertising over a period of 
years slowly to teach the public bank- 
ing fundamentals. Others say the pub- 
lic has learned bitterly all it wants to 
know about banking. 

In any case, banks can radiate con- 
servatism and dignity and strength and 
all the time-honored qualities which the 
public is again seeking, without going 
clear back to the stilted type of adver- 
tising copy and format of the 90’s. We 
need not lose the progress we have made 
in presenting our sales story in attrac- 
tive, novel and pleasing form. Instead 
of dry and uninteresting trust discus- 
sions, we have learned to urge in many 
pleasantly diverting ways “protection 
for families”, “freedom from burden- 
some care of your estate” and “leisure 
that you have earned”. In place of “ten- 
ton vaults”, we have sold “care-free 
minds concerning valuables”. Let us 
continue this search for ways to present 
the old truths and the old services in 
honest and alluring ways. 

Let us keep in mind that the old- 
fashioned (CONTINUED ON PAGE 62) 
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Japanese cherry trees around the Tidal Basin 
in Washington, a gift to America from the 


Japanese Government 


MERICAN popular interest in the 
A\ that Japan has been 
staging on Chinese soil since 
September, 1931, has never been at any 
time what might be described as an in- 
telligent selfish interest. As the front 
pages of the newspapers have indicated, 
we have acted like an audience at a 
sporting event, rising with every display 
of fireworks, or burst of heated oratory 
in Geneva, or sharp protest from Sec- 
retary Stimson, and sitting down again 
as soon as the vital issues which these 
spectacular events brought to a head 
came under serious discussion. 

In limited circles there has of course 
been a sustained and lively interest in 
the fate of the League Covenant and of 
the Kellogg Pact. But of the Nine 
Power Treaty of 1922, in which Amer- 
ica’s very important material stake in 
the Pacific is bound up, little has been 
heard from the State Department, very 
little more from the press and virtually 
nothing from American commercial and 
financial organizations which have a 
right to ask Japan, through their gov- 
ernment, how Japan’s present policy 
can be reconciled with her earlier ac- 
knowledgments of our equal commer- 
cial rights in all China. 

Silence on this issue and too much 
stress on other features of the situation 
have enabled the Japanese exponents 
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The United States 
and Japan 


The Commercial Background 


of the Nine Power Treaty 


By 
RODNEY 
GILBERT 


of the policy that their 
military have foisted 
upon their government 
to represent the Amer- 
ican point of view in a 
very unfavorable light and to cover up 
completely the fact that the Nine 
Power Treaty has been deliberately 
violated in open and defiant bad faith. 

This has been made all the easier by 
the wording of that treaty, which makes 
it appear the expression of a misplaced 
faith in China and a pious but ill found- 
ed hope for her speedy regeneration, 
instead of a safeguard for perfectly 
legitimate American, British, French, 
Japanese and other commercial interests 
in the East. 

This apparent American and Euro- 
pean indifference to the fate of a safe- 
guard, when contrasted with our 
anxiety for the fate of the peace ma- 
chinery and with America’s partisan 
delight in Chinese armed resistance at 
Hongkew and disappointment over 
Chinese debacles in Barga and Jehol, 
have made it possible for Japanese 
publicists to represent us in their coun- 
try as sentimental, pro-Chinese trouble 
makers. This attitude has also enabled 
them to dismiss the Nine Power Treaty 
as just one more example of self- 
righteous meddling which Japan’s stern 


Rodney Gilbert is the author of “What's 
Wrong with China” and other books on 
the Far East. He resided in China for 


seventeen years 


necessities warrant her in denouncing 
as “inadequate” to her security, con- 
venience and profit. 

If a better understanding of the pur- 
pose of the Nine Power Treaty, of its 
key position among all the other safe- 
guards to trade opportunity in the 
Pacific to which Japan has affixed her 
signature, and of its background in 
American commercial history had pre- 
vailed in this country, Japan’s course 
might long since have been checked. 
The violation of this treaty through the 
erection and recognition of Manchukuo 
is the one count on which diplomacy 
can convict the Japanese military and 
their government before the court of 
Japanese public opinion. It was an un- 
necessary breach of an important in- 
ternational contract and_ therefore 
should mean the forfeiture of Japan’s 
present good name and future credit 
throughout the world. 

This, it must be understood, the 
League has not succeeded in doing. It 
has not convicted the Japanese Govern- 
ment of bad faith in the sight of the 
Japanese people. Rather has the Jap- 
anese Government convicted both the 
League and this country of exploiting a 
situation, in which Japan is fighting to 
establish lasting security and peace for 
herself, so as to shame and “crucify” 
her, as Mr. Matsuoka has put it, under 
international blue laws that are wholly 
inapplicable to an Asiatic feud. The 
Japanese popular response to this con- 
viction is, of course, utterly different 
from the popular attitude that would 
develop towards a government found 
guilty of needlessly forfeiting the na- 
tion’s reputation for good faith, for 
which the whole people have worked 
so feverishly these 70 years and of 
which all Japanese have been so tre- 
mendously proud. 
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There can be no hope that the Jap- 
anese military and their government 
will ever be found guilty of such an 
offense, however, while the Occident 
remains ignorant of or indifferent to 
the character of that offense. The first 
step towards a satisfactory adjustment 
with Japan must be a realistic under- 
standing of the facts on the part of 
American business men, particularly 
as to the way in which an off-hand 
Japanese denunciation of a treaty “in- 
adequate” to the security of Japan’s 
interests in Manchuria has made all 
guarantees of this country’s commercial 
stake in the Pacific not only “inade- 
quate” but worthless. To get a clear 
understanding of the purpose and mean- 
ing of the Nine Power Treaty one must 
run rapidly through the history of 
American policy in the East. 

From the time that the Portuguese 
established their first little settlement 
at Macao, in 1537, until the British 
defeated the Chinese Imperial forces in 
a series of battles from Canton to 
Nanking in 1842 and forced the first 
treaty on them, the China problem was 
not one of equal opportunity for the 
aliens in the great new market, but was 
that of exacting from China any kind 
of an opportunity at all. In those days 
the suggestion of diplomatic relations 
with a barbarian power on a basis of 
equality was not only absurd but in- 


One of Japan’s Manchurian investments. 

The mines and blast furnaces of the 

Anshan Iron Works in the region north 
of the Great Wall 


sulting at Peking. The few alien envoys 
who were received prior to 1842 were 
described to the Chinese people as tri- 
bute bearers from the emperor’s sav- 
age, sea-going, dependent peoples. Such 
trading rights as were extended were 
wholly at the discretion of and by the 
grace of the emperor, and the more 
the aliens clamored for rights and ex- 
erted their common strength to exact 
them the more were the privileges of the 
permanent traders at Macao and Can- 
ton restricted and hedged with petty 
annoyances. 

While the British East India Com- 


GALLOWAY 


A clipper ship of the period when Ameri- 
ean vessels in the Far Eastern trade 
went around Cape Horn into the Pacific 


pany had a monopoly on British trade 
with China this did not therefore ex- 
tend to other nationals, for each nation 
was glad of the participation of as many 
others as possible and hoped for the 
support of all in the exaction of common 
privileges. All this changed with the 
Chinese defeat in 1842. Easy British 
victories in what seemed beforehand a 
desperate (CONTINUED ON PAGE 54) 
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City Home 


According to the author, the 
city home mortgage situation 
involves four times as much 
money as the problem of farm 
indebtedness 


Mortgages 


and Farm Reliet 


ALF the homes of the city 

dwellers of the United States, ac- 

cording to the estimate of Fed- 
eral officers concerned in real estate fi- 
nance, are free of mortgage debt. The 
other half bears a burden ranging from 
one which can be carried with fair com- 
fort to one which cannot be carried at 
all—which, in fact, is leading to mort- 
gage foreclosures and is increasing prob- 
ably as rapidly as that experienced in 
farm loans. The significance of the situ- 
ation lies in the fact that, although the 
farm debt problem has been the sub- 
ject of intensive agitation for more than 
four years, less attention has been di- 
rected to this greater problem—greater 
at least in the number of people and the 
amount of money involved and greater, 
perhaps, in its ultimate sociological and 
financial effects. Whereas the farm 
mortgage situation is a 60-40 proposi- 
tion with debt the smaller end of the 
equation, the city home situation is a 
50-50 proposition. With this larger 
proportion of indebtedness on city 
property as a starting point, some sig- 
nificant figures can be developed which 
throw a new light upon the general 
mortgage situation—both city and farm. 
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By 
GEORGE E. ANDERSON 


The last census of the United States 
showed that in 1930 there were 48,829,- 
920 people “gainfully employed” in this 
country, of whom agriculture furnished 
only 10,471,998. Accordingly, there need 
be no belittling of the farm relief prob- 
lem to give some attention to the other 
38,357,922 workers and to inquire what 
may be their need of relief as measured 
by farm indebtedness standards. The 
farm mortgage situation has been 
pushed forward as the chief problem 
in the mortgage indebtedness field, and 
the city mortgage problem of caring for 
the homes of more than three-fourths 
of the population of the country has 


been given little more consideration 
than that incidental to the general debt 
situation. The Home Loan Bank Act 
was a feeble effort in the direction of 
caring for the city home owner but, as 
generally agreed by the Senate in the 
last week of the last session, it “has not 
saved a single home.”” Meanwhile, city 
mortgages involve nearly three times as 
many people and four times as much 
money as the problem of farm indebted- 
ness, and the degree of distress among 
city home owners is probably as great 
as that among the farmers of the coun- 
try as a whole. 

There are no accurate recent statistics 
as to mortgage debt on urban property, 
the census of 1920 being the last to 
cover the subject. An estimate of the 
present debt may be made, however, by 
a review of the city mortgage holdings 
of various lending agencies. 

According to the last report of the 
Comptroller of the Currency, the com- 
mercial and savings banks of the United 
States held mortgages on “other than 
farm property” to the amount of $9,- 
433,768,000. The last report of the 
building and loan associations placed 
their holdings of mortgages at $7,205,- 
340,000. The urban property mortgage 
holdings of the 52 leading life insurance 
companies at last accounts amounted 
to $5,227,000,000. These three agencies 
give a total of $21,866,108,000. Esti- 
mates of outstanding issues of real 
estate mortgage bonds made by various 
authorities at various meetings of in- 
vestment bankers vary from $8,000,- 
000,000 to $12,000,000,000, and an 
average estimate of $8,133,892,000 
would give an even $30,000,000,000 as 


On April 13 President Roosevelt recommended to 


Congress the passage of a bill “to provide emergency 


relief with respect to home mortgage indebtedness” 


COPYRIGHT, RUSSELL, SAN FRANCISCO 
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Agricultural Credits—As Governor of the newly created Farm 
Credit Administration, Henry Morgenthau, Jr., is bringing to- 
gether the farm loan functions formerly allotted to the Farm 
Board, Farm Loan Board, Department of Agriculture, Recon- 
struction Finance Corporation and the Treasury Department 


a round figure for the total of all city 
mortgage indebtedness held by leading 
institutions or in the form of bonds. The 
holdings of city real estate mortgages 
by individuals, security affiliates of 
banks and other agencies are uncertain. 
Thirty per cent of the mortgages on 
farm real estate, according to the last 
review of the Bureau of Agricultural 
Economics, were held by individuals; 
and the proportion in city property is 
probably not so great, but undoubtedly 
it is large. 


OTHER HOLDINGS 


THE figures given here, making some 
allowance for emergency holdings to se- 
cure loans made for other purposes, are 
of first mortgages only. The. amount 
outstanding in the way of second, and 
even third and fourth mortgages, and 
trusts on city real estate is altogether 
unknown. However, one need only re- 
view the known number and amount of 
such secondary liens upon property in 
one’s own neighborhood, town or city 
to appreciate the aggregate of this in- 
debtedness. 

How much.of this debt covers in- 
dividual homes is uncertain. It may be 
counted that practically all of the build- 
ing and loan association holdings are of 
this class; the vastly greater proportion 
of the life insurance city mortgage in- 
vestments also are of the same class; 
bank holdings are more of a problem. 
The tendency seems to be that country 
bank investments of this sort run to 
homes, while those of the large city 
banks run to business property. Indi- 
vidual holdings of urban mortgages, 
whatever they may be, run very largely 
to loans on homes. The vast mass of the 
loans of local mortgage investment com- 


panies, very often affiliated with real 
estate promotion concerns, cover resi- 
dence property, while the bulk of the 
real estate bond issues cover large build- 
ings, hotel and apartment property and 
similar large undertakings. 


FARM MORTGAGES 


FARM mortgage indebtedness is gen- 
erally estimated at about $9,000,009,- 
000. It is believed to have reached its 
height in 1928 at $9,468,526,000. Since 
that time it has been greatly reduced 
as a result of foreclosures; but refinanc- 
ing under these shifts has led to a “back 
wash” while, under the stress of the 
present depression, many farmers pre- 
viously free of debt have been com- 
pelled to mortgage their property, all 
of which renders the present amount 
of indebtedness somewhat uncertain. 
This indebtedness applies to only 40 per 
cent of the farms of the country, the 
other 60 per cent being free of mortgage 
indebtedness. 

The annual review of the division of 
agricultural finance of the Department 
of Agriculture shows that in the previous 
farm year, ie., the 12 months ending 
with March, 1932, 28.4 out of every 
1,000 farms in the United States suf- 
fered foreclosure, this term including 
not only actual foreclosures but also all 
involuntary transfers under debt. Out 
of every 1,000 farms actually mort- 
gaged, 71 suffered foreclosure. If the 
rate of increase of foreclosures between 
1931 and 1932 was maintained in the 
year closing March, 1933, 43.1 farms 
out of every 1,000 farms in the United 
States were transferred involuntarily, 
or nearly 108 farms out of every 1,000 
mortgaged were so transferred—4.3 per 
cent of all farms, or 10.8 per cent of 


... the situation of the farmers as a whole is no more exigeant 
than that of the city dwellers, the inevitable conclusion being 
that to tax the city dweller to set the farmer on his feet—even 
if it were possible—involves national ethics as well as the prac- 
tical problem of how the taxes are to be applied.—The Author 


UNDERWOOD & UNDERWOOD 


MR. MORGENTHAU 


those farms actually under mortgage. 

These figures are for the whole coun- 
try, but they do not present the situa- 
tion in those states which are suffering 
most from agricultural depression. The 
percentage of farms mortgaged varies 
greatly in various parts of the country. 
In 1928 the average for the country was 
36 per cent, while the New England 
states averaged only 32.8 per cent and 
the Middle Atlantic states 31.4 per cent, 
the West North Central states—Minne- 
sota, Iowa, Missouri, North Dakota, 
South Dakota, Nebraska and Kansas— 
averaged 49.2 per cent, and the Moun- 
tain states and Pacific Coast 45 per 
cent. At this same distribution, which 
has generally persisted since 1928, the 
rate of mortgage foreclosures in the 
West North Central states during the 
1932-1933 farm year would be 66.5 
farms out of every 1,000, while of those 
actually under mortgage the rate would 
be 121 out of every 1,000—6.65 per cent 
and 12.1 per cent, respectively. 

Since there are no complete statistics 
covering city property mortgages, espe- 
cially residence property, it is impossi- 
ble to calculate the similar rates of 
foreclosure affecting the city home own- 
er. Here again, however, an estimate 
is possible by reference to the experi- 
ence of the principal loan agencies. Life 
insurance companies hold over one- 
fourth of the mortgages on city property 
other than bonded mortgages and pri- 
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vate holdings, and in general may be 
taken as the most representative of city 
mortgage holders on a national basis. 
The most authoritative declaration on 
the subject so far appearing is in the 
statement made by E. D. Duffield, presi- 
dent of the Prudential Life Insurance 
Company, before the Senate Finance 
Committee in its recent economic in- 
vestigation. The Prudential has a some- 
what larger proportion of its assets in 
the form of mortgages than usual, the 
total being 40.1 per cent of the com- 
pany’s entire assets as compared with 
an average of 36.3 per cent for all re- 
porting life insurance companies. Its 
holdings of mortgages on city real estate 
amounted to 32.8 per cent of its assets, 
or a little over $900,000,000. Ninety- 
three per cent of its loans are to small 
farm and home owners. Of loans out- 
standing in January—4.625 per cent on 
farms and 3.8 per cent on city property 
—all but a small portion of the latter on 
residences were in process of foreclosure. 
There are no direct returns from other 
companies, but the proportional in- 
crease in real estate other than their 
own office property indicates that the 
rate of foreclosure in the various other 
companies must be at least as large. 


OTHER INSTITUTIONAL 


INCREASED holdings of real estate ac- 
quired by mortgage foreclosure is about 
the only measure of foreclosures on city 
property by the banks. The largest pro- 
portion of city mortgage holdings is by 
mutual savings banks. In 1928 these 
banks held real estate, other than their 
banking houses, to the value of $14,- 
600,000; in 1929, $23,059,000; in 1930, 
$44,243,000; in 1931, $65,432,000, and 
in 1932, $127,538,000—year-end figures 
in each case and almost exclusively on 
city property. Similar holdings of such 
real estate by all other types of banks, 
in which farm property constitutes a 
larger proportion, show some increase 
but in no such proportion as in the 
savings banks which loan almost ex- 
clusively on city property. 

Building and loan associations and 
mortgage loan companies have pub- 
lished no statistics as to mortgage fore- 
closures. From the nature of their or- 
ganizations the former probably could 
report a smaller proportion of fore- 
closures than any other class of insti- 
tutions. Their mortgages are almost ex- 
clusively placed upon residence prop- 
erty, are amortized by monthly pay- 
ments and under the laws governing the 
institutions are limited to conservative 
values. Their operations also are almost 
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exclusively local and usually apply to 
classes of residence property not so 
largely affected by boom conditions as 
other property. 


WHAT THE FIGURES SHOW 


THESE statistics are for the country as 
a whole and in general they show that 
the foreclosures upon city residential 
property, the homes of wage earners as 
well as more valuable residences, ap- 
proach but do not quite equal the rate 
of foreclosure upon farm lands. Nor do 
they show such distribution of the fore- 
closures as would measure the degree 
of distress among debtors in particular 
places like that available in the matter 
of farm foreclosures—which would be 
more to the point in a discussion of the 
matter of mortgage relief. The demand 
for relief from the burden of farm mort- 
gages is centered in comparatively few 
states. The demand for relief for city 
home owners comes from nearly all 
parts of the country but is confined 
mostly to the larger cities. Foreclosure 
records in some of these cities indicate 
that there are spots just as sore as any 
spots in the farm mortgage situation. 
They have arisen largely as a result 
of the collapse of booms in residential 
real estate development in cities all 
over the country following the slowing 
up of construction during the war and 
as a part of the boom in all lines in the 
1926-29 period. Practically all of this 
building was done at high costs on in- 
flated real estate values. The greater 
proportion of it was based upon shoe- 
string financing. Whereas in pre-war 
days ordinary home building meant 
that a prospective owner would accu- 
mulate savings until a lot could be pur- 
chased free of indebtedness, and the 


In the case of both the farm home 
owner and the city home owner, 
a process of transfer and readjust- 
ment of land and property owner- 
ship is going on—which is prob- 
ably inevitable under the circum- 
stances—and the most that can be 
expected is that in this process 
real equities may be preserved to 
the farm and home owner where 
they actually exist.—The Author 


construction was then financed by mort- 
gage upon lot and building, the more 
“modern” method was the construction 
of a house upon speculation by develop- 
ment companies to be sold upon little 
more than a month’s rental as down- 
payment and with a first mortgage to 
cover the principal portion of the financ- 
ing and second and third mortgages or 
trusts to cover the balance. With the 
deflation in values these houses of cards 
have simply collapsed. Local mortgage 
and construction concerns have failed 
by the thousand, tens of thousands of 
mortgages have been foreclosed, and 
probably in nine-tenths of the cases the 
so called home owners have had their 
equities completely wiped out in the 
process. It was bad financing, worse 
than some of that in the inflated farm 
values in the central western states, but 
its results are no less poignant. 


HOTELS—APARTMENTS 


MORTALITY among hotels and apart- 
ment houses has been perhaps greater 
than in the case of residential property, 
but this belongs more to the general 
situation in the investment field than to 
the question of relief for home owners. 

The entire mortgage situation in the 
country is bad, and large lenders seem 
to expect it to be worse, but it is not 
as bad as it has been. In the way of the 
percentage of foreclosure to outstanding 
loans, present conditions are not as bad 
as they were following the panic of 1873 
or even in the wake of the less serious 
depression of 1893. The fact that the 
life insurance companies have, on bal- 
ance, increased their holdings of city 
mortgages by $100,000,000 between 
1930 and 1932 indicates that this form 
of investment for them has not been 
disastrous on the whole, and with the 
necessary liquid assets in other lines 
they have faith that the assets now 
frozen in many city mortgage invest- 
ments will in due time recover their 
value. Lenders with ample resources are 
following the same policy in regard to 
city mortgages that has been adopted 
by them in the farm mortgage situation 
—a policy to carry the debtor so long 
as there is reasonable prospect of ulti- 
mate liquidation. The chief trouble lies 
in the acute embarrassment of many 
smaller loaning concerns which face 
bankruptcy unless their mortgage assets 
produce enough revenue to enable them 
to meet their own obligations to others. 
Failing revenue, they must foreclose to 
protect their own position. While this 
course of action is thoroughly distaste- 
ful, there is often no other choice. 
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First STEP 


... RECORDAK 


Because — 


Recordak is today saving thousands of 
dollars a year in bookkeeping department 
expenses. Actual dollar-and-cents savings 
average 

3343% in labor 

40% in machines 

50% in stationery 

Plus proportionate conservation of 


floor and filing space. 


RECORDAR 


Recordak has cut production costs in 
transit departments as much as 40%. 

Recordak photographic records consti- 
tute an assurance to depositors that the 
bank is efficient. 

Recordak service—actual picture records 
of all transactions between bank and de- 
positor—is a productive argument in solic- 

iting new business. 


No Capital Investment 
is Required 

Recordak is rented, not sold... 
net savings are effective from date 
of installation. 

Can you afford to postpone in- 
vestigation of Recordak’s impor- 
tant advantages for your bank? 
May our bank-trained staff cooper- 
ate with you? Write today for 
further information. 


INVESTIGATE 
RECORDAK SERVICE 


A request brings full 


information and a list Recordak Cor por ation 


of users near you. 
Write today. 


Subsidiary of Eastman Kodak Company 
350 Madison Avenue, New York City 
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Events and Information 
WITHIN THE ASSOCIATION 


Executive Council 


THE Executive Council of the Ameri- 
can Bankers Association held its An- 
nual Spring Meeting at Augusta, 
Georgia, April 10, 11 and 12. The Coun- 
cil heard reports on the work of the 
Association during the past six months 
from the Presidents of Divisions and 
Chairmen of Commissions and Com- 
mittees. 

Of special public interest at this time 
was the report submitted by Leonard 
P. Ayres, vice-president of the Cleve- 
land Trust Company, Cleveland, Ohio, 
and Chairman of the Economic Policy 
Commission of the Association. The re- 
port contained a broad program of 
banking reform and was approved by 
the Council. Among the proposals con- 
tained in the report is one to bring banks 
generally into the Federal Reserve Sys- 
tem on a broadened basis of admission 
to membership that would take in nu- 
merous state chartered commercial and 
mutual savings banks not now in the 
System. 

In discussing the need of a further 
coordination of the Federal Reserve 
System itself, the report suggests that 
“perhaps a solution is to be sought in 
the formation of a central bank of the 
United States,” of which the present 12 
independent Federal Reserve banks 
would become branches. A summary of 
the program approved by the Associa- 
tion is as follows: 

1. A revised Glass bill should be en- 
acted now, and the Federal adminis- 
tration should create a commission to 
recommend after mature deliberation 
the further changes that should be made 
in our banking system, in our Federal 
Reserve System and in our monetary 
system. 

2. In order that banks generally may 
become members of the Federal Reserve 
System the provisions of the Reserve 
Act should be so broadened as to allow 
for admission to membership of numer- 
ous state chartered commercial and 
mutual savings banks not now within 
the System. 

3. Provision should be devised against 
the independent proclamations of bank- 
ing holidays by governors of states. 
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UNDERWOOD & UNDERWOOD 


LEONARD P, AYRES 


4. Branch banking privileges should 
be uniform within states for all banks 
whether holding national charters or 
state charters. 

5. Reasonable limitations should be 
devised to control the sudden shifting of 
large commercial deposits. 

6. Restraint on real estate speculation 
would probably prove to be a safeguard 
to American banking comparable to that 
which would result restricted 
speculation in commodities or securities. 


Thomas B. Paton, whose death occurred 
on March 28 


HARRIS & EWING 


7. A Federal commission on banking 
legislation should consider regulation of 
interest payments on all classes of 
deposits and of requirements that de- 
positors should give notification of in- 
tention to withdraw time deposits. 

8. Federal legislation should provide 
for the careful and rigorous regulation 
of the granting of loans by banks to 
their own officers and directors. 

9. As the general banking system is 
strengthened the postal savings system 
should be progressively restricted. 

10. Deposits of public funds in banks 
should have the same status as private 
deposits, and should not be accorded 
special and additional security. 

11. A more effective coordination of 
the activities of the Federal Reserve 
banks is needed. 

12. The present emergency provisions 
with respect to member bank borrowing 
from the Federal Reserve banks should 
be retained as permanent provisions. 

13. Consideration should be given to 
a possible modification of the Federal 
Reserve Act by which the System would 
be given power to change the amounts 
of member bank reserves required, for 
this power would afford control over 
any threat of dangerous credit inflation. 

14. Consideration should be given to 
a change in our Federal Reserve Act 
by which a minimum required relation- 
ship would be established between our 
stock of monetary gold and the com- 
bined total of our Reserve notes and our 
bank deposits. This would nullify most 
of the dangers inherent in the hoard- 
ing of currency. 

15. Expansion of business activity is 
our most pressing national need. It 
should be fostered by the national ad- 
ministration, by the Federal Reserve 
banks, by all commercial banks and by 
businessmen generally. 


Thomas B. Paton 


THOMAS BUGARD PATON, for the 
past 25 years General Counsel of the 
American Bankers Association, died at 
his home in Forest Hills, New York, 
Tuesday, March 28. Mr. Paton, who 
won national recognition as one of the 
country’s leading authorities on bank- 
ing and commercial law involved in 
banking operations, was born in New 
York City, May 7, 1861. He was edu- 
cated in the New York public schools 
and later completed a special course at 
Columbia University, following which 
he entered a law office as clerk and 
stenographer. In 1883 he was admitted 
to the bar (CONTINUED ON PAGE 66) 
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Statement of Condition March 25, 1933 


The First National Bank of Chicago 


ASSETS 
Cash and Due from Banks, . . 
United States Bonds and Certificates, 
Other Bonds and Securities, . 
Loans and Discounts, . ‘ 
Real Estate (Bank Building), . 
Federal Reserve Bank Stock, . 
Customers’ Liability Account of Acceptances, 


$160,827,496.16 
78,566,905.30 
77,076 ,661.46 
203,772,017.57 
10,000,000.00 
1,500,000.00 
10,911,252.86 


Interest Earned, not Collected, . 923,087.65 
Other Assets, . ‘ ‘ 519,292.68 
$544,096,713.68 


LIABILITIES 
Capital Stock paidin, . . $25,000,000.00 
Other Undivided Profits, 3,354,743.92 
Discount Collected but not Earned, ‘ 584,740.60 
Reserve for Taxes, etc., . ‘ 2,643,165.51 
Liability Account of Acceptances, . ; 7,723,345.50 
Contingent Liability on Other Banks’ Bills Sold, 3,600,376.04 
Time Deposits, $121,912,882.56 
Demand Deposits, . 4 362,968,008.24 484,880,890.80 
Liabilities other than those above stated, . 1,309,451.31 
$544,096,713.68 


Contingent Liability by Customers" $ 2,393,027.62 


First Union Trust and Savings Bank 


is now operating as a Trust Company and 
has transferred all of its banking business 
— including its savings deposits — to 


The First National Bank of Chicago 


BUILDING WITH CHICAGO BUSINESS SINCE 1863 


= 
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Good Will 


Selected Answers to the JOURNAL’S April Question: 


“What New Practical Measures for Increasing Good 
Will Toward Banks?” 


Seven Essential Steps 


RETURN to the sole practice of commercial or 
savings banking, with complete segregation or 
abandonment of non-banking activities and abo- 
lition of all so-called ‘free’ services. 
2. Establishment of uniform practices among banks 
through mandatory cooperation. 
3. Publication of more detailed and more signifi- 
cant information regarding condition and operation. 
4, Explanation of banking to the public by designa- 
tion of an officer in each bank whose sole duty it shall 
be to answer adequately questions asked by anyone. 
5. Careful selection of employees whose duties re- 
quire contact with the public, through some form of 
“audit of personnel”. 
6. Permanent abandonment of high pressure meth- 
ods in competition for deposits or other business. 
7. Formation of a code of banking ethics by which 
the public may be enabled to distinguish between 
sound and unsound practices. 


Humanizing 


REALIZING that customer good will is of 
I more than passing importance, let us devote 
our best talent to obtaining and holding it. 

1. Delegate to a competent senior officer the re- 
sponsibility of careful supervision over all outgoing 
correspondence, to the end that a human, friendly tone 
may pervade what is too often allowed to become a 
chilling, good will repelling matter of routine. 

2. Have it the main business of a mature, tactful 
official to watch for and nip in the bud, during these 
difficult times, those too frequent over-the-counter 
misunderstandings of customer with teller or clerk. 

3. Let us humanize our published statements of 
condition, wherever possible, to such a degree that 
the average depositor can gain from them, unaided, a 
real basis for believing he has chosen wisely in select- 
ing our bank. 

4. Avoid professional sales tactics; let old-fashioned 
courtesy and plain honesty ‘“‘sell’’ our institution. 


bank’s board of directors at all times. 


Personnel 


II ENLARGE, modernize or re- 
e build banking quarters, for 
this inspires confidence and creates good 
will. 

2. Choose customer-contact personnel 
who have ability to reflect the friendly 
attitude of the bank. 

3. Weekly meetings of the personnel 
for training in contacting the public 
and discussion of problems and new ser- 
vice ideas. 

4. Make officers available and acces- 
sible for conference. An officer should 
mingle with customers for friendly 
greeting, a word of advice or helpful 
suggestion. 

5. Maintain a service department for 
advice on wills, legal matters, fiduciary 
service, income tax, budgeting, etc., to 
be available at low cost. 

6. Small-loan departments with fair 
interest charges for salaried persons. 

7. Individual banks or associations 


44 


should prepare advertising campaigns 
for newspaper, radio, mail and _bill- 
board use that will inspire confidence 
and create good will. Copy that explains 
banking will be eagerly accepted by a 
public that wants to be informed. 


Leadership 


I PROPER leadership and 
sound policies, frankly out- 
lined to the public, must come from the 


2. Able executives must train prac- 
tically and thoroughly the employees, 
seeing that real service results there- 
from. 

3. Friendly helpfulness must radiate 
from every executive and employee. 

4. The right executive with authority 
and with knowledge should be stationed 
in the lobby where depositors can easily 
reach him. (CONTINUED ON PAGE 46) 
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TIME, Wear, and Tear are busy right 
now in their relentless efforts to deface 
the buildings now under the direction 
of your organization. And they’ll do it, 
too, if precautions are not taken to 
counteract their low-handed work. 
Put an end to the destructive tactics 
of Time, Wear, and Tear with Obsoles- 
cence Insurance. 

Obsolescence Insurance is a fund 
created from the earnings of a building. 
Once each year the building is inspected 
and this fund used to put fixtures and 
finishes and inner workings in first-class 
condition. 


Elevators, you will find, should be 
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at the top of the list of a program of 
up-keep, for they are always in use and 
in plain sight. Here Otis Elevator Com- 
pany can be of assistance through its 
Modernization Plan and its Survey Ser- 
vice. The Modernization Plan provides 
for the modernization of elevators to 
today’s standards. The Maintenance Ser- 
vice calls for the regular examination 
and care of elevators by skilled me- 
chanics and at a reasonable yearly rate. 

These two services take the problem 
of elevators entirely from your hands 
and give it to their maker, Otis Elevator 
Company. For full details, call in the 
engineers of the local Otis office. Otis 
Elevator Company, offices in the prin- 


cipal cities of the world, or at 260 
Eleventh Avenue, New York City. 


“ey, 
” “gains, you! 
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(CONTINUED FROM PAGE 44) 
5. Floor men and tellers should re- 


ceive special instruction in public con- 
tacts and be prepared to answer any 
type of question in a way to inspire 
confidence. 

6. A frank, friendly, personal letter 
to each depositor from the head execu- 
tive stating the bank’s attitude toward 
that account and its relation to bank- 
ing conditions in general would tend to 
create confidence. 

7. Public confidence will come to ev- 
ery bank that shows fine leadership, 
well trained, efficient employees and a 
healthy esprit de corps. 


Customers, Not Depositors 


PUBLIC confidence in banking 
e has been severely shaken—the 
business ethics of bankers brought un- 
der suspicion. The immediate problem, 
therefore, is to restore lost faith. Bank- 
ers must develop a professional stand- 
ard befitting the higher professions. Un- 
sound banking practice should be out- 
lawed; the moral standard of officials 
raised; the training of personnel broad- 
ened. 

The public does not know enough 
about banking. Too many banks have 
stressed “interest” rather than “ser- 
vice”. Consequently, people have be- 
come “depositors” and not “‘customers’’. 
Instead of the nondescript blotter en- 
closed with monthly statements, why 
not an explanation of the facilities of 
the trust department, et cetera? 

Eliminate the public’s impersonal re- 
lationship with banks. This unhealthy 
factor is behind the wholesale discon- 
tinuance of banking connections in 
times of stress. Bankers should become 
more accessible when advice or re- 
assurance is sought. Establish a per- 
sonable “contact officer” whose strong 
forte is stimulating good will. Use more 
business psychology! 


Sound Management 
V TO increase good will we must 
¢ build on the age-old founda- 
tion of sound management and rugged 
honesty. I mean the full limit of what 
these terms imply, not only as to con- 
duct of the bank’s business but conduct 
of the personal affairs of the banker as 
well. 

Select your officers and employees 
with utmost care. Include promptness, 
courtesy and cordiality in their regular 
training. Instill the attitude that every 
person who enters the bank’s home is a 
guest. If any of his requests must be 
denied, explain the reason and if possi- 
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ble offer some solution to his problem. 

See that outgoing correspondence re- 
flects the bank’s personality. 

Educate the public as to proper use 
of bank credit. 

Take an active part in safe, worth- 
while community development. Re- 
member this in advertising. Work for 
the success of your customers as this is 
your success. 

The public will gladly do the rest. 


Friendliness 


VI PUBLIC confidence in banks 
¢ has been shaken. We want it 
restored but public confidence, or lack 
of it, is not entirely a result of what 
Washington does. Good will cannot be 


legislated into being. Whether we regain 
it depends instead upon what we do. 

Here is the way to restore the public's 
belief in us: 

Starting immediately let each of us 
try to be more friendly with our cus- 
tomers, letting them know we want to 
share their problems. Loan policies can- 
not be forgotten but we can be lenient 
—even more than we have been. Break 
down the belief that we are aloof—we 
cannot afford to be. Figuratively speak- 
ing, let’s take off our coats and work 
with our customers. Meet them more 
than half way. Public confidence will be 
restored in our individual banks and— 
being cumulative—it will spread. The 
cure must come from the bottom, not 
from the top. 


Excerpts 


Because of the large number of exceptionally useful and inter- 

esting answers from all parts of the country in response to 

the April question, the Journal is printing below a few ex- 
cerpts that are typical 


I RECOMMEND that a bank’s board 
of directors establish codes of ethics to 
govern the conduct of that body, the 
bank’s officers and clerks. There should 
be reforms and restrictions in bank ad- 
vertising. I favor, for advertising, a gen- 
eral statement as to the bank’s func- 
tions, a copy of its statement valuing its 
assets at true value, and a list of its 
officers and directors. 


SINCE women are in legal control of a 
large percent of the nation’s wealth, 
through personal contact trained bank 
women can perhaps bring to light their 
greatest contribution, namely, to edu- 
cate other women in business and finan- 
cial transactions; to inspire confidence, 
and explain technical matters in a non- 
technical way with an insight based on 
a sound economic understanding. 


. more active interest in communi- 
ty affairs by directors and officers. This 
is a time when the experience of the 
seasoned banker who has the confidence 
of his customers would be of great value 
in non-partisan civic matters. This in- 
terest would create an ever-increasing 
and cumulative amount of confident re- 
spect for his bank and himself. 


FOR the individual bank, there can be 
no permanently successful method of 
manufacturing good will along spectacu- 
lar new lines. In the future, as in the 
past, the conservative bank will earn 
it from reasoning depositors by rigid 
adherence to time-tested policies which 
produce safety. 


... a distinctly new advertising policy 
should be adopted. Banks have too long 
been represented as rock-ribbed insti- 
tutions, impregnable and isolated for- 
tresses. A friendship campaign on the 
part of the employees would be decid- 
edly beneficial only if it were in co- 
operation with a friendlier, more tangi- 
ble type of advertising. 


THE good will of the people toward 
banks can be gained by their employees 
donating their services for the welfare 
of the populace. In times such as these, 
opportunities are continually arising out 
of city government which would bring 
the banker before the public eye as their 
counselor and leader in the people’s 
search for financial relief. Cooperating 
with the chamber of commerce and 
aiding in the soliciting of contributions 
toward community drives would be 
profitable in building up good will. 


= 
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When Customers want 


FRESH Credit FACTS 


@ The unique ability of the 
Postal Telegram to secure 
quick action...to bring a 
quick reply...aids bankers 
in preparing up-to-the-min- 
ute credit reports. 


ue Postat TELEGRAPH 


TODAY...more than ever before...credit 
information must be absolutely current. 
Not a month old, not a week old—not 
even a day old. 

An inquiry flashed by Postal Telegraph 
reaches its destination in a few minutes. 
It secures immediate attention, com- 
mands quick response. Hence decisions 
can be based on credit news that is 
strictly up-to-the-minute. 

Fast, accurate, dependable... Postal 
Telegraph reaches more than 70,000 
places in the United States and 9,000 in 
Canada.* Postal Telegraph maintains its 
own offices in those cities between which 
95% of the United States telegraphic 
traffic is carried on—offices manned by 
its own personnel and linked with its 
own circuits. 

When your message must go outside 


the United States you can still use Postal 
Telegraph. For Postal Telegraph is part 
of the great International System, which 
offers a world-wide communication serv- 
ice via coordinated facilities of telegraph, 
cable and radio. 

*Through Canadian Pacific Railway Telegraph. 

* 


Postal Telegraph is the only American telegraph 
company that offers a world-wide service of coordi- 
nated telegraph, cable and radio communications un- 
der a single management. Through the great Inter- 
national System of which Postal Telegraph is a part, 
it reaches Europe, Asia, The Orient over Commercial 
Cables; Central America, South America and the 
West Indies over All America Cables; and ships at 
sea via Mackay Radio. 


THE INTERNATIONAL SYSTEM 


Postal Telegraph 


‘Mackay Radio 


Postal Telegraph 


Supplementary Services 


Air Express Pick-up and Delivery 
Air Travel Reservations 
Bus Express Pick-up and Delivery 
Bus Travel Reservations 
Circular and Sample Distribution 
Errands and Package Delivery 
Gift and Purchase Service 
Marine Reports 
Money Order Service 
Personal Service Bureau 
Theatre Ticket Service 
Transmission of Photograms 


Telegrams Direct from the 
Highways via Standard Oil and 
Colonial Beacon Gas Stations 
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Correspondence 


A Director Writes 


“I TAKE the same interest in the af- 
fairs of my bank as in my personal 
business”—and more: 


To the JOURNAL: 

I am not a banker, but I am on the board 
of directors of the Hamilton National Bank 
of this city, and have received your publica- 
tion for several years. I always find it inter- 
esting and instructive. 

If all bank directors received the JOURNAL 
and read it thoroughly, they would be 
much better fitted to fulfill their obligations. 
I take the same interest in the affairs of my 
bank as in my personal business. 

Your April question, “What new practical 
means for increasing good will towards 
banks,” strikes me as very timely. I believe 
if every director would let the general public 
that he comes in contact with know that he 
was personally interested in the success of 
his bank and that he would appreciate their 
assistance, it would result in a large in- 
crease of depositors. 

My observation is that a large number 
of directors just listen and shut up like 
clams when somebody begins to tirade 
against the banks and bankers—even their 
own bank. We should have courteous and 
obliging employees, and be that way our- 
selves, if we expect good will from the pub- 
lic. 

FRANK STEFFNER. 
President, Chattanooga Armature Works, 
Chattanooga, Tennessee. 


Mr. Steffner and other bank directors 
close to the affairs of their institutions 
will find the good will answers on page 
44 in this issue. 


Correction 


“A CONVENIENT Way to Collect 
Float” was the title of a discussion by 
Leo D. Kelly, St. Louis banker, which 
appeared in the JOURNAL for April. 


To the JOURNAL: 

I have just received the April issue and 
hasten to call your attention to the errone- 
ous construction placed on the time float 
chart in that the illustration drawn at the 
top of the first page of this article (p. 32), 
has shown the float time between New 
York and St. Louis as 3.6 days, and be- 
tween St. Louis and San Francisco, 6 days. 

I would call your attention to the fact 
that the float chart pertains to banks lo- 
cated at the St. Louis Federal Reserve head 
office territory outside the city of St. Louis 
itself. Inasmuch as the Federal Reserve 
Bank is located in St. Louis, the float time 
for St. Louis banks is 1.2 days less than for 
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banks located outside the city of St. Louis 
in the St. Louis Federal Reserve district. 
In other words, the chart at the top of the 
page should read as between New York and 
St. Louis “2.4 days—$0.40”, and as between 
St. Louis and San Francisco “4.8 days— 
$0.80”, or the float time may be left as you 
have it in that chart if you will simply 
change the wording where you have “St. 
Louis” on the chart to read “Banks located 
outside the city of St. Louis itself in the St. 
Louis head office Federal Reserve territory”. 

On page 34 the heading which you have 
is “For example, in St. Louis”. This should 
read, “For example, any points located in 
the St. Louis Federal Reserve head office 
territory EXCEPTING THE CITY OF ST. LOUIS 
ITSELF”. 

I want to thank you for the excellent dis- 
play you gave my article, and knowing as 
I do that it goes to all of the better type 
of banks throughout the United States, I 
feel that it will prove a contribution in in- 
fluencing better banking practice. 

Leo D. KELLY. 
Mercantile-Commerce Bank and Trust Co., 
St. Louis, Missouri. 


The JOURNAL apologizes and, in pub- 
lishing this correction, suggests that it 
be passed along to others who may have 
read Mr. Kelly’s article. 


A. I. B. 


WIDER participation by Institute 
members and cooperation by Chapter 
officers are two gratifying developments 
as the JOURNAL continues to publish its 
question of the month (see page 72) 
with monthly awards for winning an- 
swers (see page 44). 


To the JOURNAL: 

We appreciate very much receiving ad- 
vance notice of the April question. An- 
nouncements will be made immediately in 
all of our classes in the hope that there will 
be a number interested. This affords a 


To the JOURNAL: 

Your entire mechanical make- 
up this month is exceptionally 
fine, and the cover is striking. 
Please accept my congratulations 
on the job you are doing in raising 
the standard of appearance of the 
JOURNAL, It is most impressive. 

FRANKLYN HOBBS 
134 South La Salle St., 
Chicago, Illinois. 


splendid opportunity to develop latent 
writing ability among our members and to 
stimulate their interest in current banking 
problems. The officers of the Chapter will 
do all they can to further the idea through- 
out our membership. 

ALFRED J. BLASco. 
Vice-President, Kansas City Chapter, A.I.B., 
Commerce Trust Company, 
Kansas City, Mo. 


To the JOURNAL: 

We appreciated receiving your letter of 
March 25 informing us as to the April ques- 
tion. 

Your letter will be brought before the 
membership of our Chapter and we hope to 
have a favorable response. We consider the 
prizes offered an added inducement and 
liberal enough to attract the necessary in- 
terest. 

F. E. HARDIKER. 
First Vice-President, 
Long Beach Chapter, A.I.B., 
Long Beach, California. 


To the JOURNAL: 

Steps have been taken to notify the mem- 
bers of Washington Chapter, American In- 
stitute of Banking, and I sincerely trust that 
you will receive a number of replies. 

R. H. LAcey. 
First Vice-President, 
Washington Chapter, A.L.B., 
Washington, D. C. 


To the JOURNAL: 

I hope there will be an enthusiastic re- 
sponse on the part of A.I.B. members to 
these contests and that some helpful sug- 
gestions may be brought forward. 

A. E. HENZE. 
W. B. Hibbs & Company, 
725 15th Street, 
Washington, D. C. 


But back of the interest in the ques- 
tion-and-answer feature is the basic 
utility value of the JOURNAL: 


To the JOURNAL: 

Kindly renew my subscription and bill 
me at renewal rate for A.I.B. members. The 
JOURNAL is certainly a great magazine and 
every A.I.B. student, at least, should be on 
your subscription list. I have found its arti- 
cles of great value in the courses of study 
sponsored by the Institute. 

J. HENRY MacDurFrF. 
Rhode Island Hospital Trust Company, 
Providence, Rhode Island. 


To the JOURNAL: 

I have always recommended the JOURNAL 
as supplementary reading in the several In- 
stitute courses that I have taught, and I am 
sure that these prize contests are stimulat- 
ing a great deal of local interest. 

JOHN D. ADAMS. 
The Union National Bank, 
Troy, N. Y. 


Regarding the question asked in each 
issue, the JOURNAL furnishes it two 
weeks in advance of publication to any- 
one specifically requesting advance in- 
formation. If more time is needed, sim- 
ply make your request to the JOURNAL. 


To Prevent Paying on 


Uncollected Funds 


First NATIONAL BANK “John Doe 
BURROUGHSVILLE 220 Main St. 


Uncollected Funds 
Due Day Amount 


Balance Forward MAR 3.0 "33 4,0 00.00% 


APR 33S 3,863.39 
1,250.00 10 800 APR 7°33 5,038.35 


APR1O 33 4,38 525% 
000 
300 APRI5 5,685.19% 


APR1 9 "33 300.00 
5,900.00 4,600 APR24'33 5,30000% 


DATE BALANCE 


2,500.00 2, 
2 


Wu 
Ou 


The ledger shows that the customer’s balance is FIRST NATIONAL BANK eo 


$5,300, of which $5,000 was deposited on April 24. 
The uncollected funds column tells, at a glance, 192) Noo? 


that $4,600 of the April 24 deposit will not be col- = 

lected until April 28. Thus the collected balance _ 
on April 26 is $700, ‘instantl warning the bank Eo 

that payment of the $4,500 is possible only DOLLARS 


by paying against uncollected funds. 


A record of uncollected funds is printed directly on the customer’s ledger 
during the posting operation by the latest Burroughs Bookkeeping 


Machine. No special effort or separate operation is required. 


Since this neat, legible record is instantly available on the ledger, it elimi- 
nates searching in other departments for the necessary information when 
a check is presented for payment. It also enables the bank to avoid 


unauthorized loans caused by paying against uncollected funds. 


Besides furnishing this valuable record, the latest Burroughs Bookkeeping 
Machine posts, proves and journalizes in one operation and has many new 


time saving features. Call the nearest Burroughs office for more information. 


BURROUGHS ADDING MACHINE COMPANY... DETROIT, MICHIGAN 
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MAR 3.0 "33 4,00 0.00 | 
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25.00=- APR 73 O4— 
3500=— 40000=— 
6500— 33 O4— 
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The Postmaster’s Bank 


(CONTINUED FROM PAGE 29) 


—from 466,401 in 1930 to 1,545,190 in 
1932—one of the most striking features 
is the shift in the origin and ownership 
of the deposits. From the establishment 
of the postal savings system in 1911 to 
the beginning of the current business 
depression the service offered by the 
System was used predominantly by the 
residents of industrial centers. 

An analysis of the accounts has 
shown that the patrons of the system 
were largely people of the immigrant 
class who were unacquainted with the 
American banking system, distrusted all 
institutions not of government origin 
or without government support, and 
were by habit patrons of savings insti- 
tutions in their home countries, usually 
under government operation. Since 
1930, however, the bulk of the deposits 
has arisen in more or less purely native 
American districts, particularly in the 
agricultural regions of the east north 
central, west north central, south cen- 
tral and western states, and the great 
majority of the patrons have been of a 
class of people entirely different from 
that of the original depositors—a class 
accustomed to commercial banks. 


OTHER RECENT CHANGES 


IT IS somewhat significant, also, that 
after a decrease in the number of post 
offices accepting deposits in keeping 
with the policy of the Government to 
maintain depositories only where there 
is a call for them, the number has again 
increased, rising from 6,795 in 1930 to 
7,549 in 1932, and the increase has been 
almost entirely in those parts of the 
country where the increase in deposits 
has been most notable. The Govern- 
ment has increased its banks by 754 
during a period in which the number 
of all reporting banks in the United 
States has decreased by 4,916. Further- 
more, the average amount of principal 
in each deposit account has increased 
from $375.80 to $507.91 in the same 
period. 

In view of this widespread develop- 
ment and the change in the class of 
patrons of the Government’s system, it 
seems hardly reasonable to anticipate 
that there will be a general abandon- 
ment of the system as conditions return 
to normal, in spite of the fact that a 
large proportion of the present deposi- 
tors are manifestly of the class accus- 
tomed to commercial banking. Doubt- 


less a return to normal banking condi- 
tions will lead to a check in the great 
increase noted in the past three years or 
so and perhaps a temporary decrease 
in total deposits. But more than a mil- 
lion new depositors have used the 


facilities of the system in the past three 
years, and the vast mass of them are 
likely to remain its patrons indefinitely, 

Much depends upon the policy of the 
Government. At present, postal deposits 
are limited to a maximum of $2,500 per 
person. At the end of February there 
were 83,964 depositors who had reached 
the limit, with four states yet to report, 
These depositors, naturally, are the 
older patrons (CONTINUED ON PAGE 52) 


The first page of a leaflet obtained recently from the post 
office on request. It explains opening an account, deposits, 
withdrawals, interest, transfer, postal savings stamps and bonds 


‘Nation. 


50 A 
P.S. 4—September, 1928 : 

UNITED STATES | 
| POSTAL SAVINGS | 
| SYSTEM = 
| The United States Postal Savings | 
: | System, a noncompeting institution, | 
7 is a valuable aid in the practice of {| 
| economy and thrift, to encourage 
| which is to promote the general | 
| welfare. Through the System, idle 
| money—money asleep and beyond jf 
| | the reach of the business world—is_ | 
| brought to the light of day and put | 
to work for the benefit of the indi- 
) vidual, the community, and the | 
| | 
| 
| The faith of the United States is sol- | 
emnly pledged to the payment of the | 
deposits made in postal savings deposi- } 
) tory offices. 
| Act of Congress approved June 25, 1910. 
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The 


New York Irust 
Company 


Capital Funds 


$32,500,000 


TRUSTEES 


Matco”m P. 
Freperic W. ALLEN 
ArtHuR M. ANDERSON 
MortiMeEr N. BuckNER 
James C. CoLGaTE 
ALFRED A. Cook 
F. Cutter 
Francis B. Davis, Jr. 
Harry P. Davison 
GrorGE DouBLEDAY 
Russet, H. DuNHAM 
SAMUEL H. FisHEer 
Joun A. GarvER 
Artemus L. GarteEs 
Harvey D. Gisson 
CHar_Les HAYDEN 

F. N. Horrstot 

B. Brewster JENNINGS 
Epwarp E. Loomis 
Rosert A. Lovett 
Howarp W. MaxweELL 
Grayson M.-P. Murpuy 
Harry T. Peters 
Dean SAGE 

Louis Stewart, Sr. 
VANDERBILT WEBB 


New York 

Lee, Higginson & Company 

J. P. Morgan & Company 
Chairman of the Board 

James B. Colgate & Company 
Cook, Nathan & Lehman 
American Brake Shoe & Fdy. Co. 
United States Rubber Company 
J. P. Morgan & Company 
Ingersoll-Rand Company 
Hercules Powder Company 
Litchfield, Conn. 

Shearman & Sterling 

President 

Manufacturers Trust Company 
Hayden, Stone & Company 
Pressed Steel Car Company 
Standard Oil Co. of New York 
Lehigh Valley Railroad Co. 
Brown Brothers Harriman & Co. 
New York 

G. M.-P. Murphy & Company 
New York 

Zabriskie, Sage, Gray & Todd 
New York 

Milbank, Tweed, Hope & Webb 


I0O0 BROADWAY 


40th Street and Madison Avenue 


57th Street and Fifth Avenue 
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(CONTINUED FROM PAGE 50) 
of the system and it is merely a logical 
expectation that if the limit of deposits 
is raised to $5,000, as advocated by the 
Postoffice Department for several years, 
these depositors will continue to build 
up their deposit balances. 

Deposit balances also tend to increase 
more rapidly than the number of de- 
positors, giving further indication of 
permanent clientele. Between 1930 and 
1932 the total deposits increased by 287 
per cent while the number of depositors 
increased by 231 percent. Accordingly 
there is promise that, whatever read- 
justment of postal savings and commer- 
cial funds may follow restoration of 
normal conditions in the country’s 
banking business, the postal savings 
system must be counted upon as a per- 
manent and increasingly important 
part of the banking and financial sys- 
tem of the nation. 


EFFECTS ON BANKING 


THAT the development of the postal 
savings system to its present size has 
had, and will continue to have, an im- 
portant influence upon commercial 
banking is evident. The theory on which 
the system was founded was that it 
would serve to dig out of hoards con- 
siderable sums of money, possibly run- 
ning into several hundred millions of 
dollars, which otherwise would remain 
hidden, inert and useless so far as na- 
tional finance was affected. The rede- 
posit of these funds in commercial 
banks would restore them to useful ac- 
tivity. There has always been more or 
less question as to how much money 
the system actually gathered up which 
otherwise would have been lost to pub- 
lic use and how much it gathered up 
which otherwise would have gone into 
savings and commercial banks. There 
can no longer be any question that at 
least the major portion of the large in- 
crease in the postal savings deposits 
since 1930 has been at the expense of 
privately owned banks. 

In theory banks have little to com- 
plain of in the operations of the postal 
savings system, since the latter gathers 
funds which are immediately rede- 
posited in commercial banks. Of the 
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total deposits on June 30, 1932, a trifle 
less than 87 per cent were in commercial 
banks. On the 28th of February, 1933, 
the proportion was 84.2 percent. The 
rest of the system’s resources represent 
working balances, reserves required by 
law and money in process of collection. 
The reserves included $73,874,830 face 
value of United States Government ob- 
ligations. 


DEPOSITS AT A PRICE 


DEPOSITS in commercial banks, how- 
ever, are made at a price. They must 
be guaranteed by the deposit of securi- 
ties in the United States Treasury and, 
incidentally but importantly, on the 
payment of 214 per cent annual interest 
on average daily balances calculated 
by six-month periods. 

How much of the securities at present 
pledged by banks for postal deposits 
are obligations of the United States is 
not known, but reports of the Treasurer 
of the United States on such obligations 
held for national banks indicates that 
they are about 85 per cent of that 
category. At this rate the amount of the 
postal savings deposits thus indirectly 
turned into Government financing is 
more than $750,000,000 in addition to 
the amount of Government securities 
directly held by the postal savings sys- 
tem. 

Whether the system in the United 
States could be developed to an extent 
necessary to care for any considerable 
portion of the immense Government fi- 
nancing of the immediate future is con- 
sidered very doubtful. The Government 
could readily further this scheme by ac- 
tively encouraging deposits in the sys- 
tem through advertising or otherwise 
competing directly with banks for de- 
posits—a policy which so far it has 
refused to adopt. 

There are reasons to anticipate, how- 
ever, that some change in Government 
policy is imminent. In the first place, 
an increasing number of banks are com- 
plaining of the lack of profit for them 
in the deposits of the system under the 
Government’s terms. The Government 
pays depositors in the postal banks 2 
per cent annual interest. It requires 
from banks receiving postal savings de- 


Japan, with postal savings of around 2,800,000,000 yen, has 


1,100,000,000 yen directly invested in government securities 


while most of the balance is so placed as indirectly to support 


borrowing of the government. In continental Europe postal 


savings gravitate to national loans simply as a matter of course 
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posits 214 per cent annual interest. So 
long as banks could earn around 6 per 
cent on funds thus secured there was 
little occasion for complaint and the 
comparatively small Government bal- 
ances were promptly absorbed. How- 
ever, with commercial loan earnings at 
a minimum and with few opportunities 
for the safe and profitable investment 
of bank funds the Government’s charg- 
ing rate is considered unduly high. 

The result has been that although the 
policy of the Government is to rede- 
posit postal savings funds in the com- 
munities where they originate it finds 
it increasingly difficult to do so. At last 
accounts banks in about three-fifths of 
the states were failing to use the postal 
savings deposits which originate within 
those states’ borders, the result being 
that the funds are becoming concen- 
trated in about two-fifths of the states, 
which are willing to absorb the de- 
posits on the Government’s terms. The 
large increase in the volume of the 
funds offered is also a factor. The fact 
that the proportion of deposits rede- 
posited fell from 87 per cent on June 
30 last to 84.2 per cent on February 
28 clearly indicates a trend. 


INTEREST AND PROFITS 


GOVERNMENT authorities claim that 
since it is the clear intention of the law 
under which they operate that the pos- 
tal savings system must be self-support- 
ing, they cannot reduce the rate of in- 
terest charged the banks for redeposit, 
although the law allows a minimum of 
214 per cent. In the fiscal year 1932 the 
system earned a profit of $1,023,901 
after deducting departmental and _ pos- 
tal expenses of $3,231,424. In the fiscal 
year 1931 the net profit was $340,891. 
In the last fiscal year the system re- 
ceived $12,690,746 from banks as in- 
terest on deposits and paid its own de- 
positors $10,244,633 in interest. In the 
previous year it received $5,346,952 
from banks and paid its depositors $4,- 
091,371. 

Accordingly, the reduction of interest 
paid by depository banks by even the 
0.25 per cent now possible under the 
law would wipe out the savings sys- 
tem’s profit and register a substantial 
loss. Failing an ability promptly to re- 
deposit postal savings deposits in com- 
mercial banks, the only alternative of 
the Government seems to be investment 
in its own securities—a course which 
it may eventually find profitable for 
other reasons than the satisfactory 
operation of its postal savings system. 
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THE PENNSYLVANIA RAILROAD 


SUMMARY OF ANNUAL REPORT FOR 1932 


_ 86TH ANNUAL REPORT of the Pennsylvania Railroad Company, cov- 
ering operations for the year 1932, will be formally presented to the 
stockholders at the annual meeting on April 11th, 1933. The report shows 
that although total operating revenues, the lowest since 1911, declined 
over $116,000,000, or 26%, as compared with 1931, the Company earned 
a net income of $13,573,536. This was equivalent to 2.06% upon the out- 
standing capital stock at the close of the year as compared with 2.97% 
upon the amount outstanding at the close of 1931. Net income per share 
(par $50.) was $1.03, as compared with $1.49 in 1931. 


OPERATING RESULTS 


Comparison with 1931 
Increase or Decrease 


TOTAL OPERATING REVENUES were $331,393,458 D$116,696,821 
ToTAL OPERATING EXPENSES were 242,011,603 D 110,854,328 
LEAVING NET REVENUE of $ 89,381,855 D$ 5,842,493 
TAXES amounted to 28,231,430 1,738,307 
EQUIPMENT, JOINT FaAciLity RENTs, etc., amounted to 2,180,418 


1932 


LEAVING Net RaILway OPERATING INCOME of $ 49,132,038 TL 1,923,768 
INCOME FROM INVESTMENTS AND OTHER SOURCES 

amounted to 46,599,391 1,485,942 
MAKING GROSS INCOME Of.....cccccccsccsecsssecsecsccsccsceceeeeesees $ 95,731,429 $ 3,409,710 


RENTAL Paw LEASED LINES, INTEREST ON FUNDED 
DEBT AND OTHER CHARGES amounted to 82,157,893 2,958,252 


LeavinGc Net INcoME (Equal to 2.06% of Capital 

$ 13,573,536 D$ 6,367,962 
A dividend of 1%, amounting to $6,583,848, was paid to stockholders on 
March 15, 1933, and charged against net income for 1932. 

* * * 

Achievement of the results recorded above, notwithstanding extremely 
adverse business conditions, reflects outstanding credit upon the officers 
and employes. The stockholders and bondholders can cooperate with them 
in a most effective way and promote our mutual interests by continuing 
their own efforts to secure additional passenger and freight traffic for the 
Pennsylvania Railroad. 


W. W. ATTERBURY, 


Philadelphia, Pa., April 4th, 1933 President 


THE PENNSYLVANIA RAILROAD 


Carries More Passengers, Hauls More Freight Than Any Other Railroad in America 


SHIP AND TRAVEL VIA PENNSYLVANIA 


Stockholders may obtain copies of the Annual Report from 
J. Taney Willcox, Secretary, Broad Street Statioi Building, Philadelphia, Pa. 
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The United States 
and Japan 


(CONTINUED FROM PAGE 37) 


military venture revealed to a watchful 
and astonished world that the huge and 
splendidly organized Chinese nation 
was as weak and open to looting and ex- 
ploitation as it was vast and rich. In- 
ternational jealousies were born over- 
night and it was decided immediately 
in London and Washington, and by 
British and American officers in their 
common refuge on the barren rock that 
is now Hongkong, that unless equal op- 
portunity were somehow guaranteed to 
all and China’s “territorial and ad- 
ministrative integrity” permanently 
secured, China would become a bone of 
contention over which the alien traders, 
with their governments behind them, 
would cut each other’s throats for cen- 
turies to come. 

The device hit upon was “the most 
favored nation clause”. The primary 
objective in the British treaty that was 
signed on a gunboat at Nanking in 
1842, and in the American treaty that 
Mr. Caleb Cushing contrived to have 
the Canton Viceroy sign at Macao two 


years later—with the moral backing of 
a frigate and a sloop-o’-war—was of 
course China’s recognition of the tech- 
nical “equality” of the barbarian pow- 
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ers. The second was, however, that of 
putting upon China the responsibility 
for her own integrity. She was made to 
promise each treaty signatory that she 
would not extend greater privileges to 
any rival, and that if she did the signa- 
tories of the earlier treaties would auto- 
matically cometo share in the additional 
favors that China had tried to extend to 
“the most favored nation’. 

This clause was inserted in the ear- 
liest treaties in the belief that China’s 
own concern for her own integrity 
would be sufficient to insure her strict 

adherence to them. 
It was not suspect- 
ed that they might 
be “inadequate” to 
the peace of the 
Far East and to 
equal opportunity 
among all the trad- 
ers until 1858 and 
1860. At that time 
the British and 
French at 
war with China 
and were threaten- 
ing Peking. China 
actually ceded great 
stretches of her 
own territory in 
what is now east- 
ern Siberia to 
Russia in exchange 
for the wholly 
worthless “good 
offices” of a Rus- 
sian envoy who had 
then arrived at 
Peking. 

From that time 
forward until 1898, 


GALLOWAY 


GALLOWAY 

Manchuria contains vast resources. This 

is one of Japan’s coal mines—the great 
Fushun collieries 


it was appreciated throughout the 
world that the “most favored nation” 
clauses were not sufficient and that un- 
less some kind of a self-denying bargain 
were made among the alien powers 
themselves, China was going to abet 
her own partitioning, and that that 
partitioning would probably lead to 
war. In those days America was not 
only conscious of a keen selfish interest 
in the development of her commerce 
with China and all other Pacific coun- 
tries but was unashamed to air it. Be- 
fore the Revolution the port of Boston 
had had no small share in the East 
India Company’s trade; and from the 
time that the first American ship re- 
appeared in Chinese waters under the 
Stars and Stripes, in 1784, our trade 
grew by leaps and bounds and enriched 
every New England port so rapidly that 
all classes of Americans had a lively 
interest in the Government’s China 
policy. The California gold rush in 1849 
gave American shipping in the Pacific 
such a fillip that from that time until 
the Civil War this country was China’s 
most important customer, the first and 
most important trader with Japan and 
was in control of at least half of all 
traffic in the Pacific between San Fran- 
cisco and the Malay Peninsula. 
Although the superiority of the 
British in the building and operation of 
iron ships cost us our trade supremacy 
after the Civil War, the tradition of 
America’s vital interest was still strong 
in this country when, in 1898, Secretary 
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GALLOWAY 


Asakusa Park in Tokyo, an amusement 
center in the capital city of the Japanese 
Empire 


John Hay asserted our right to equal op- 
portunity and began to get all the Occi- 
dental nations and Japan to pledge their 
respect for what we now call the “Open 
Door Policy”. This was prompted by 
the German arrival in Shantung, the 
Russian movement upon Manchuria 
and the Japanese appearance in Korean 
affairs, which had in turn moved the 
British and French, in self-defense, to 
define “spheres of influence” of their 
own which they could convert into 
colonies when China began to break up. 
The purpose of the Open Door policy 
was not humanitarian. It was not meant 
to rescue a worthy and respected China 
from the wolves. It was meant to in- 
sure American trade against exclusion 
from any part of the Chinese market 
(then as now largely in prospect) by 
any colonial power that might be given 
an excuse for seizing such territory by 
China’s weakness, diplomatic chicanery, 
criminal maladministration, anti-foreign 
violence, or by her traditional policy 
of selling herself to one power in ex- 
change for support against another. 
This American policy was based on 
a conviction that had then been grow- 
ing in this country for nearly a century, 
that the United States would some day 
need the China trade badly, and that 
if the market were ever closed to Amer- 
ican trade through China’s partition 
into colonies, this country would fight 
to reopen it. China was, in the light of 
this policy, by no means a protégé or 
a pet, but a prospective consumer with 


whom we were determined that no one 
else should close exclusive and ever- 
lasting contracts. 

The Open Door policy, accepted re- 
luctantly enough by Germany, Russia 
and others, did yeoman service after 
the Boxer trouble in holding China to- 
gether; but within a very few years 
China was ceding rights to Russia. This 
convinced Japan that the Open Door 
was “inadequate”. Granted railroad 
and administrative rights throughout 
Manchuria, Russia advanced upon 
Korea and China proper with clear 
monopolistic in- 
tent. After appeal- 
ing to this country 
and every other in 
the name of the 
Open Door agree- 
ments to stop 
Russia, Japan 
grew desperate and 
threw her newly 
built naval and 
military power in- 
to a struggle which 
would not have 
come if the Open 
Door policy had 
been “adequate”. 

The value of the 
policy to Amer- 
ica’s prospective in- 
terests in the East 
was therefore seri- 
ously compromised 
and, when Japan 
took advantage of 
the World War to 
seize control in 
Shantung, to force 
atreaty upon China 
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The first step toward a satisfactory 
adjustment with Japan must be a 
realistic understanding of the facts 
on the part of American business 
men.—The Author 


which gave her Manchurian rights that 
could readily be converted into a com- 
mercial monopoly, and to buy up a 
Chinese Government and a Chinese 
army in an open effort to establish her 
hegemony over North China, it became 
clear that some new and far more 
explicit self-denying agreement would 
have to be drafted and bound upon 
Japan if the American interest in 
China’s potential trade were not to be 
forever forfeit. 

This led to the cancellation of the 
Anglo-Japanese alliance, under Wash- 
ington’s influence, and to the drafting 
and signature at Washington, in 1922, 
of that definition of China’s position 
which we describe as the Nine Power 
Treaty. 

The latter was interlocked in purpose 
if not in wording with the limitations 
on arms, fortification of Pacific colonies 
and political rights of all nations that 
have any kind of a stake in the Pacific 
Ocean. 

Because this treaty was written when 
the air was thick with humanitarian 
post-war sentiment, when everyone was 
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Your logical 


Nez York 


Correspondent 


This bank is the New York City 
member of the Marine Midland 
Group of banks. ‘Thus we have been 
able to work far more closely with 
the 21 other “up-state” banks in 
the Group than would ordinarily 


be possible. 


Doesn’t this added experience 
suggest the possibility of extra ser- 
vice and an extra insight into your 


needs in New York City? 


THE MARINE MIDLAND 
TRUST COMPANY 


120 BROADWAY NEW YORK CITY 


expressing sympathy with self-determi- 
nation, burning incense to the spirit of 
democracy, and disclaiming all interest 


| in trade advantages and profits, there 
| is not the slightest suggestion in the 
| document that America is_ insisting 


that China be kept intact and wide 
open as a free commercial field. But 


| there are lots of assurances of this 


country’s faith in China’s ability to 


| make a well ordered nation of herself. 


The authors of the document may have 
written these with their tongues in their 
cheeks. Japan may have signed with a 


| wry smile. 


China was then, despite more diplo- 


| matic indulgence than any nation in 
| history has ever enjoyed, an adminis- 


trative goulash, and has never become 
anything else. China has for two gen- 
erations owed her independent existence 


| and her integrity entirely to the armed 


naval and military forces of half a 


| dozen powers which have kept a check 
on her anti-foreign exuberance and 


have thereby prevented incidents that 
would have justified her extinction as a 
nation. Yet the Nine Power Treaty, 


| composed in the post-war spirit, bases 
| its guarantees of China’s sovereignty 
| Over all of what used to be the Chinese 
| Empire, and of her territorial and ad- 
| ministrative integrity upon her the- 


oretical right to time without end in 
which to set her house in order. 


MAKE-BELIEVE 


THESE “principles”, as the text of the 
treaty calls them, Japan now denounces 
as fallacies which were never anything 
but make-believe in the minds of the 
men who wrote them. This is partly 
right, but partly very wrong; as every 
Japanese is fully aware. That China 


| then deserved or is ever likely to earn 
| such immunity from punishment for 


her shortcomings as the treaty promised 
her is certainly not true; but that this 
country’s statesmen then thought the 


| preservation of China’s unity very es- 


sential to this country’s interests and 
to the peace of the East was certainly 


| true and continues to be true to-day. 


Our faith in China may have been a 
pretence. Our interest in that country’s 


| integrity was certainly real and is still 
| something that we have more con- 
| sistently maintained than any other na- 


tion since we first agreed with the 
British in 1842, when Japan’s biggest 


| commercial craft were sailing sampans, 


that equal opportunity in free com- 
petition was the only peaceful basis for 
international trade that was possible in 
big, rich, weak China. 

Japan understood this well enough 
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when she signed the treaty—however 
reluctantly—and her statesmen still un- 
derstand it. She pledged herself not to 
take advantage of China’s weakness nor 
of her provocative behavior, with which 
she was thoroughly familiar, to win 
special, exclusive privileges for herself. 
She then promised, in Article II of that 
piously intoned document, not to enter 


into treaty relations with any other | 


nation, whether a signatory to the treaty 
or not, in contempt of these pledges. 
All these promises she undoubtedly 
meant to keep. They had not long been 
in force however before it was evident 
to Japan, and to every other nation 
with a stake in China, that the young 
Nationalists, with the moral support of 
the Red Russians, who shaped their 


policies from 1922 to 1927, were taking | 


delighted advantage of the immunity 
from drastic punishment which the 
treaty guaranteed them. 


CLEAR ENOUGH THEN 


THE treaty’s one grave shortcoming, 


which was that it put no responsibility 
on China for good behavior, was clear 
enough from the day that it was pub- 


lished. Yet there can be no doubt what- | 
ever that the Japanese meant to keep | 


it and to put up with whatever annoy- 


ances it bred with exemplary patience | 


until America or some other country 
wearied of the advantage that China 
was taking of it and demanded its re- 
vision in such terms that international 
police control would be the penalty for 
misgovernment or bad faith. It was 
precisely this that the Lytton Commis- 
sion had in mind, as an amendment to 


the international policy of “patient | 


conciliation”, when it made an inter- 
national overhauling of China a major 
condition to a final adjustment with 
Japan. And it was this very condition 
which hurried the Japanese military 
into their creation and recognition of 
Manchukuo in open violation of the 
Nine Power Treaty. 

Japan’s statesmen knew perfectly well 
that when the military, backed by 


popular war hysteria, railroaded them | 


into this policy they were putting all 
Pacific relations back on a caveat emptor 
basis. But they have also become aware 
that this is not so clearly appreciated 
in the Occident, so they have been glad 
to withhold that view of their conduct 
from the Japanese people. It is there- 
fore a view which deserves the careful 


consideration of all those Americans who | 
have some appreciation of the sanctity | 
of a contract and who are not too ob- | 


sessed by humanitarian doctrine to be 
alive to the importance of this one. 
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When a Bandit Quietly 
Holds Up 
One Teller 


How the Diebold 


Plan Protects You 


The Diebold Tellers’ 
Safety Locker keeps your 
Tellers’ money beyond 
their own control and 
therefore beyond the 
bandits’ reach! 


The bandit quietly holds up one teller, plans to get all the money 
and make his get-a-way before there is general alarm. Tellers 
are helpless unless you have provided proper “money control.” 


The Diebold Plan of bank hold-up protection places a Tellers’ 
Safety Locker in each teller’s window. It provides a cash drawer 
for the money required for immediate needs and keeps surplus sums 
in a reserve locker beyond the tellers’ control. The most the ban- 
dits can get is the minimum sum in the cash drawer...and even 
that can be automatically controlled beyond their reach » » Not only 
does the Tellers’ Safety Locker defeat the bandit—it so fixes re- 
sponsibility for handling money that mysterious losses are elim- 
inated. Readily installed in present fixtures the Tellers’ Safety 
Locker strikes at the cause of banditry ...it removes 

the temptation! Ask for an analysis. No obligation. 


For the eight ways in which you may be held-up 
the Diebold plan offers many optional defenses. 


—Back of Cage Hold-up %—Safe Deposit Vault Hold-up 
2—Early Morning Hold-up G—Night Kidnapping Hold-up 
3—Daytime Vault Hold-up 7—Lobby Hold-up 

4—Locked in Vault Hold-up 8—Single Teller Hold-up 


This emblem iden- 
tifies banks that 


the bandits’ reach 
-.-.detours them 
to easier victims. 


Diebold offers complete protection for records, money 
and wealth from fire, burglary and banditry. 


. handle money and 
EE known as a leading bank vault cain | securities beyond 


DIEBOLD SAFE & LOCK CO.—Bank Protection Division—Canton, Ohio. 
(_ ) Please furnish us full details about the use of your Tellers’ Safety Locker. 
( ) Please send details about your complete protection plan. 


Officer. 


DIEBOLD 


SAFE & LOCK CO., Canton, O. 


Over Seventy Years of Protection Service 
SEE OUR DISPLAY AT THE CENTURY OF PROGRESS 
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Behind the 
Bond News 


(CONTINUED FROM PAGE 5) 


right to have time to prepare an ade- 
quate presentation and defense of their 
side of the case. 

In the hearings in April before the 
House Judiciary Committee on the 
various proposals for legislative action 
on municipal credit, Mayor Murphy 
declared, in support of the McLeod- 
Norris bill, that at least 1,000 munici- 
palities had defaulted and that in De- 
troit the tax delinquencies were about 
35 per cent of the amount due, while 
next year he expected the figure to run 


Municipal 
Defaults 


Cities 
and 
Towns 


States Counties 


Alabama 
Arizona 
Arkansas— 

State Default 1 
California 


Florida 
Georgia 
Idaho 
Iinois 
Indiana 
lowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
South Carolina— 
State Default 1 
South Dakota 
Tennessee 
Texas 
Utah 
Virginia 
Washington 
Wisconsin 
W yoming 
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up to 80 per cent unless major conces- 
sions were made. 

There is no indication that Mr. 
Murphy overstated the case. Munici- 
pal defaults have come in profusion. A 
table compiled with great care by 
Sanders Shanks of the Daily Bond 
Buyer and presented to the House 
Judiciary Committee during the Wilcox 
Bill hearing, lists 648 defaults of states, 
counties, cities and towns, school dis- 
tricts and other districts. If defaults of 
reclamation, levee, irrigation and drain- 
age districts and other special assess- 
ment districts are added, the total is 
lifted to 896. This figure probably errs 
on the conservative side; it does not 
take into account defaults, temporary 
in nature, which were due solely to the 
bank holiday. Mr. Shanks does not put 
the list forward as official, and he states 
that some of the defaults have not been 


confirmed by the responsible authori- 
ties; but the table is the most complete 
and accurate that has been prepared. 
Corrected to the first week of April, 
and dating for practical purposes from 
the beginning of Florida’s financial 
troubles after the collapse of the 1926 
boom, the table is shown on this page. 

Estimates are that the amount of 
municipal obligations in default now is 
at least $1,000,000,000 out of a total 
state and municipal debt outstanding of 
$16,000,000,000. From 1921 through 
1932 the total expanded more than 
$1,250,000,000 a year. Now, the states 
are borrowing $2,000,000,000; the 
cities of 30,000 or more population, 
$7,000,000,000; and the counties, small- 
er cities, towns and villages and special 
tax districts, $7,000,000,000. 

It is manifestly imperative that some- 
thing legislative be done to take care of 


Based upon a table compiled by Sanders Shanks of the Daily Bond Buyer and presented to 

the House Judiciary Committee during the Wilcox Bill hearing. Dating from the be- 

ginning of Florida’s financial troubles in 1926, the table is corrected unofficially to the 
first week of April, 1933 
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the situation developing in the munici- 
pal market. A great deal depends on 
whether the adjustments are effected 
with due regard to the exigencies of the 
debtors’ condition and the rights of the 
creditor. The bill introduced in the 
present session of Congress by J. Mark 
Wilcox of West Palm Beach, Fla., comes 
much nearer to being fair than the 
McLeod-Norris bill, whose chief pur- 
pose would seem to be to provide a 
technical legal basis for omitting from 
municipal budgets any expenditures for 
debt service. Under its provisions any 
local government unit could institute 
voluntary bankruptcy proceedings pro- 
vided that holders of 50 per cent of the 
outstanding obligations have agreed on 
a plan for refinancing. The plan would 
be confirmed by a Federal court after 
two-thirds of the creditors had agreed 
to it. 

The credit ratings of all states and 
municipalities, of course, are not equal- 
ly high, and it is unfortunate that those 
in the lower brackets have the power to 
affect adversely the rating of the bor- 
rowers in the higher groups. The entire 
municipal market felt the blow to credit 
which the State of Arkansas recently 
gave. Through the Ellis bill this state 
approved a refinancing program which 
brushed aside the rights of lenders and 
emitted new issues representing partial 
repudiation of the state’s obligations. 
The state previously had defaulted. 

None will gainsay the fact that 
Arkansas has been distressingly hard 
put to make ends meet. But no amount 
of financial distress, municipal bond cir- 
cles rightly feel, excuses the refusal to 
respect the prior rights of certain classes 
of bondholders and the effecting of re- 
financing without the consent of—in 
fact, against the urgent protest of— 
those lenders who advanced the funds 
with which the state built its roads and 
put through other public improvements. 


National 
Blue Sky 


Control 


(CONTINUED FROM PAGE 16) 


responsibility on the banker financing 
the issue. But he is at some disadvan- 
tage, because he has no opportunity to 
make that complete and thorough rake- 
over of the borrowing country’s policies 
which is possible in the case of a private 
corporation. It can hardly be said that 
foreign financing ought to be barred; 
for one thing, there are well over $1,- 
000,000,000 of Canadian securities in 
this market which will have to be re- 
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“Town California items 


move swiftly through Bank of America. Night 
or day, they are routed direct to the point of 
collection — through any one of 410 branches 
of this statewide banking system. 

Availability of funds is increased through 
a substantial reduction in float. Frequently 
50 percent can be saved in collection time. 
As a result, capital turnover is more rapid. 
Business is completed more economically. 

Direct your California volume to Bank of 


America. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Head Offices in San Francisco 
and Los Angeles—the two 
Federal Reserve cities 


Bank of America National Trust & Savings 
Association, a National Bank, and Bank 
of America, a California State Bank, are 
identical in ownership and management 
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Bonds Ledgers 


financed sooner or later; and further, 
when the United States has established 
itself as a world market for interna- 
tional finance, the borrowing countries 
have a legitimate right to expect that 
sound refinancing will be possible. 
Otherwise we should be in the position 
of the banker who makes a loan and 
then suddenly cuts off all credit lines, 
ruining the borrowers who have quite 
legitimately expected that the credit 
would be continued or at least liqui- 
dated in orderly fashion. Probably the 
solution is to require the banker to make 
a certain amount of investigation, and 
to make available to the public all of 
the expert opinions which he has gath- 


ered, including among others at least 
one independent opinion. 

Blue Sky acts are not, and never will 
be, a substitute for careful investing or 
for responsible financing. Risks are in- 
herent in this world as put together; 
and the investor will always have to 
assume the risk of safety. He can do 
this with his eyes open, through full 
information, or he can do this blindly, 
and take a chance. The best that can 
be done is to see that he knows what 
chance he is taking. 

And no act can be drawn which an ir- 
responsible banker, or a lawyer inter- 
ested only in technicalities, can not beat. 
There are many bankers in the United 


States who did not join the few who 
floated unsound securities because of a 
profit during the brilliant decade. There 
are lawyers, though less numerous, who 
declined to permit their clients to float 
securities even though the securities were 


| legal, and though the floatation could be 


carried out without danger of liability 


| for damages, merely because they did 
| not believe in unsound finance. These, 
| who should be the nucleus of the re- 
| stored American banking system, ap- 
| proximated the English standards of 
| social responsibility in these matters. 
| They, and their ethics, far more than 
_any Blue Sky legislation, must be our 


ultimate hope of an orderly system in 
such matters. Government regulation is 


| never a substitute for the responsible 


business community. Fortunately, the 


| American public is now appraising the 
| banking personnel with a view to ascer- 


taining the bankers who are responsible 
and may be relied upon to play the 
game in the full realization that a profit 
to themselves, coupled with a loss to 
their customers, ultimately brings down 
the whole structure. Banking sentiment 
everywhere now recognizes that the sale 
of investment securities is a professional 
business. The problem will undoubtedly 
be handled in part by legislation of the 
kind suggested. Most of all, it must be 
handled by the bankers themselves. 

I recall an incident not long ago in 
which a banker was protesting against 
the injustice of his being linked with 
other men who are far less responsible. 
Of his character there was no question. 


| He said that he had kept himself free 


from all questionable practices, though 
he had not felt it necessary to take a 
hand when other houses were, as it 
seemed to him, breaking the rules of the 
game. The man to whom he was talking 
pointed out that this was the explana- 
tion of the injustice. The banking world 
is a single compact unit. It is not a 
series of isolated fragments. To reestab- 
lish confidence it is necessary, and no 
doubt will occur, that the banking group 
itself preserve its own standards, which 
properly should be far more stringent 
than any standards the Government can 
enforce; a group which maintains order 
in its own house. 


War 


(CONTINUED FROM PAGE 21) 


can be used to trade with—if something 
in the way of money or in the way of 
tariff or exchange concessions can be 
gotten—so much the better. The main 
thing is to get them settled once and for 
all, to take them once and for all out of 
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international and out of national poli- 
tics. We will be better off when that is 
done, they will be better off and the 
world will be better off. 

Not many will deny that these are 
the facts. There are, to be sure, a num- 


ber of breast-beaters in Congress who | 


insist that France is able to pay, and that 
we are being “gypped” by a cynical 
Europe which despises our leniency. 
But these are relatively few. They do 
not, I believe, represent very much, nor 
is there a very excited popular feeling 
on the subject among the people. Most 
of our great newspapers have a real 
appreciation of the situation, and most 
of the sound men in the country realize 


that future payments on anything like | 


the present scale are “out the window”. 
Most of them realized this the day Mr. 


Hoover declared the moratorium two 


years ago. That was an essential and 


unavoidable action, but it nevertheless | 
marked the practical end of both debts | 


and reparations. 


THE PRESIDENT 


WITH his present power, there should | 
be little difficulty in Mr. Roosevelt's | 


obtaining from Congress a practically 


free hand with which to negotiate. A | 
Congress that has given him what he | 
asked over the protest of the veterans’ | 
lobby and organized labor ought not to | 


shrink from this. It is expected that 


such a request, in the form of a resolu- | 


tion which will seem to “instruct him 
in advance” but in reality will strike off 
the legislative handcuffs with which the 
preceding Congress shackled the Presi- 
dent, will open the way to real debt 
negotiation. In such event, it seems to 
me that a completely candid presenta- 


tion by the President of both sides of | 


this vital and vexatious problem would 
be of immense value. If told the whole 
truth by a man in whom they have 


faith—as they have in Mr. Roosevelt | 


right now—the people not only would 
believe but they would understand and 
support. The truth is what they need on 
this subject—and what they never have 
had. 

We have had for a good many years 
now strong partisan presentations. 
Statesmen and editors have juggled the 
war debt millions in the air, filled the 
public ear with statistics and conten- 
tions. Economists have answered econo- 
mists. The advocates of cancellation 
have heatedly replied to the “They 
hired the money, didn’t they?” type of 
writers and speakers. The proponents 
of a lump sum settlement plan have 
argued with those who urge that pay- 
ment be made in silver instead of gold, 
or goods instead of dollars. The basic 


A Fair Question —“Why haven't 


Electric Rates come Down as 


much as the Cost of Living?” 


psmens RATES have come down more than the cost of liv- 


ing, if the period since 1914 is considered. Electric domestic rates 


are 33% lower now, while the cost of living is still about 25% higher. 


The decline in rates cannot be so sharp as the recent drop in living 


costs, because utility expenditures consist largely of charges which 


- cannot be reduced. Such a charge is interest on money loaned by 


bondholders for construction. Another is taxes, which have increased 


twice as fast as revenue during the past two decades and which now 


take more than ten cents of each dollar of revenue. 


Rates per unit of use will continue to go down 


automatically as customers increase their use. 


Associated Gas « Electric System 
61 Broadway. New York 


facts about the debts 
ly obscured by propaganda and politi- 
cal selfishness. The figures of the debts 
and the payments can—and have been 

-taken to prove their conflicting cases 
on both sides of the Atlantic. More col- 
umns of guff have been printed and 
there exists in the public mind more 
confused misinformation on this ques- 
tion than on any other of which I can 
now think. 

Always and inevitably, a rampant 
nationalism has colored the case, in 
England and France as well as here, 
and the fear of an electorate that re- 
volts against candor and cannot digest 
facts has cramped the style and 


paralyzed the action of the leaders on 
both sides in all previous negotiations. 
In America, as in Europe, everything 
the people have had fed to them about 
the debts has been uncandid, deceptive, 
distorted and misleading. It is an 
amazing thing, but in all these years if 
there has been a responsible statesman, 
here or abroad, who, divorcing himself 
from narrow nationalism and fear of 
personal political consequences, has 
spoken or written in a wholly detached 
way about the debts, his name cannot 
now be recalled. 

What an opportunity there is here for 
a President with the prestige of this 
President! It is, I believe, possible for 
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em» Checks leaving Chicago via Air 
Express at the close of the business 
day reach New York the next morn- 
ing before the 10 o'clock Clearing 
House Deadline. Proportionately fast 
schedules linking 85 important cities 
over the country’s major air lines 
are supplemented by fast rail connec- 
tions with over 23,000 cities served 
by Railway Express » Pick-up and 
delivery service available in leading 
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~ Bank Paper Travels Fast and 
Safely Via Air Express vv 


towns make the transfer of valua- 
ble papers a single transaction, with 
a single responsible organization 
from shipping point to destination 
> The new, reduced rates extend the 
economies that can be effected by 
using Air Express for the prompt 
dependable shipment of bank paper 
of all kinds. The nearest Railway 
Express Agent has complete details 
of rates and time schedules. 


AIR EXPRESS 


DIVISION OF 


RAILWAY EXPRESS AGENCY 


him to get from Congress a practically 
free hand with which to deal. It is pos- 
sible, I believe, for him not only to 
sweep away the clouds of misunder- 
standing among his own people, but to 
convince those of Europe that here at 
last is a man who comprehends that 
there is another side to the debts and 
that all the justice is not on his own. 
Beyond doubt we can get something for 
the debts. “What” and “how” is the 
delicate business of the negotiators who 
will be named to represent us, but it is 
my conviction that more can be ob- 
tained by a fair and fearless presenta- 


INCORPORATED 


tion of the realities of the situation 
than in any other way. If there is any 
other means by which the road can be 
cleared for a permanent and satisfac- 
tory settlement, no one has pointed it 
out. 


So long as misunderstanding domi- . 


nates both parties to the contracts no 
permanent and satisfactory settlement 
ever can be made. It needs a ringing 
and authoritative voice to do the trick. 
Such a voice is Mr. Roosevelt’s at the 
moment. If he uses it, any settlement he 
makes will be satisfactory. The main 
thing is to get the debts out of the way. 


Advertising Can Follow Through 


(CONTINUED FROM PAGE 35) 


virtue of thrift remains as basically 
valid as the fundamental human emo- 
tions of fear and pride and the rest 
of the motivating forces which psy- 
chology postulates as the basis of hu- 
man behavior. No conceivable banking 
laws, such as are reported pending as 
permanent legislation, can change these. 
And as long as we have these psycho- 
logical factors as well as the ever-present 
competition between banks (albeit no 
longer so unrestrained and over-enthusi- 
astic), the discouraged bank advertiser 
need not despair. 

We need not mark time and sit idly 
by to see what happens. The job of the 
re-opened bank is to pick up “business 
as usual” where it left off before the 
banking holidays, and to seek sincerely 
and energetically the business for which 


it is now in competition with other re- 
opened banks in its territory. The job 
of the bank reorganized is more difficult 
—it must also rebuild for confidence. 
The efforts of both types to emphasize 
the old banking ideal of conservatism 
will in turn provide more competition 
for all banks. 

Officers of the re-opened banks should 
not be too smug and complacent about 
their more favored situation. It is now 
the responsibility of those banks to “‘fol- 
low through” the Government’s license 
to resume full operation by preachment 
and, of course, by practice. It becomes 
their task to impress upon their cus- 
tomers and the public the fundamental 
characteristics of the individual bank— 
to create a personality for it by emphasis 
on those standards of safety and service 


| Guy de Maupassant, 


with which the bank in the beginning 
so zealously assumed its work in the 
community. The scrupulous sense of 
trusteeship, the sanctity of stewardship 
and the solemn duty of the custodian 
of other people’s possessions need to 
be told and retold and told again. 

As to specific services: how, for ex- 
ample, can the trust idea be extended? 
What new or current human need, 
financially speaking, can be met better 
by an existing or new service? And how 
can we best present it to the public? 

Flaubert might almost have been writ- 
ing a specification for finding a new 


| copy angle in this snatch of conversation 
| from Matthew Josephson’s * 
| His Time”: 


‘Zola and 


“The thing to do,” he would say to 
“is to examine 
everything you wish to express long 
enough and with enough attention to 
discover in it an aspect that no one else 
has ever seen or spoken of. There is 
something of the unexplored in every- 


| thing because we are accustomed to em- 


ploying our eyes only with the memory 
of what has been thought before about 
the object of our contemplation. The 
very least object contains a little of the 
unknown. Let us look for it.” 


Wills 


(CONTINUED FROM PAGE 27) 


still intact to make a will, (2) that 
every one with a family or other de- 
pendents owes a duty to them that can 
be met through a will only and (3) that 
one’s family and dependents are as 
much entitled to an exercise of his judg- 
ment as expressed in his will as they 
are entitled to a share in his property. 

It is even more important for a man 
of family or dependents with a small or 
greatly depreciated estate than it is for 
one with a large estate to make a will. 
Yet any representative of a trust in- 
stitution who undertakes now to impress 
upon people the importance of making 
wills will encounter resistance that ex- 
presses itself in such statements and 
queries as these: “I do not have enough 
estate left to make a will worthwhile”; 
“my affairs are in such a mess that | 
would not know how to make a will”; 
“why should I make a will when it will 
take all I have and more besides to pay 
my debts”; “I have such a little left that 
I can’t afford to have a bank or trust 
company settle my estate.” 

The answer to all such objections is 
that the smaller, the more confused, the 
more involved one’s estate is, the more 
important it is for him to have it ar- 
ranged to the best advantage and settled 


_| 


by an institution that makes a business 
of settling estates and that is acquainted 
with and practices all permissible econ- 
omies. Whereas, one with a large estate 
might incur unnecessary expenses or 
pay unnecessary taxes or permit other 
unnecessary drains upon the estate with- 
out depriving his family or dependents, 
the man with the small and encumbered 
estate needs, of all things, to have for 
his executor one who will not only ac- 
count for every penny but will make 
every penny count in the settlement and 
distribution of his estate. 

Every property owner has an inescap- 
able duty to provide for his family and 
dependents. Provision for one’s family 
or dependents, however, means a great 
deal more than the division of property 
among them. In some cases it means 
leaving property outright; in other cases, 
it means leaving it in trust; in some 
cases, trusteeing it for a limited or 
specified time; in others, for life. It 
means adapting the uses of property to 
the special needs of the beneficiaries. 
One’s family and dependents are en- 
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titled also to the benefit of the best 
judgment of their benefactor. The fact 
that one has been able by his own in- 
dustry and initiative to accumulate, re- 
tain, use and enjoy, and dispose of 
property is in itself evidence that he is 
a person of judgment. The fact that 
one has been able to retain property 
received outright by gift or inheritance 
is also some evidence that he is a per- 
son of some judgment. 

At least one constructive step that all 
trust institutions may take now is a 
simultaneous or, better, a concerted ef- 
fort to induce property owners to make 
wills. In such an effort it will not be 
necessary or advisable even greatly to 
stress the wisdom of naming trust in- 
stitutions executors and trustees under 
will. This will be done as a matter of 
course. 

Even though trust institutions may 
for the moment be in doubt as to the 
details of their organization, they may 


with every assurance go on with the | 


fundamental job of making the Ameri- 
can people will-conscious. 


Bank Law Making 


(CONTINUED FROM PAGE 17) 


The Senate draft_covered practically 
all the points covered in the Glass bill 
which passed the Senate in the last Con- 
gress. It included the provisions re- 
stricting the use of Federal Reserve 
credit in speculation; the removal of the 
Secretary of the Treasury from member- 
ship in the Federal Reserve Board; the 
increase of minimum capital for na- 
tional banks from $25,000 to $50,000; 
the separation of commercial affiliates 
of banks from the parent institutions 
within two years, and the prohibition of 
interlocking directorates between invest- 
ment banking houses and industrial en- 
terprises whose securities they handle. 
It also provided for state wide branch 
banking within states which permit it. 
In addition there were certain new pro- 
visions of critical importance. The first 
is that the Federal Reserve authorities 
would have much greater supervisory 
powers over member banks with much 
stricter examinations, much greater con- 
trol—in fact absolute control—over 
bank practices and policies. They would 
also have the power to remove a bank 
management if it failed to meet the re- 
quirements of the supervisory authori- 
ties. With these provisions, dependent 
upon them in fact, the Senate bill draft- 
ers were willing to accept the new Stea- 
gall bill for the insurance or guaranty of 
bank deposits in Federal Reserve mem- 


ber banks—but in member banks only. 
Confining this ~-deposit 


insurance | 


scheme to member banks was wherein | 
came the rift in the lute. The dominant | 
faction, represented by Chairman Stea- | 


gall in the House and Senator Long in 
the Senate, insisted that the guaranty 
scheme be applied to all banks, whether 
members of the Reserve System or not, 
on proper examination and certification 
of their solvency and good management. 
The conservative Senate faction, repre- 
sented by Senator Glass, insisted that 
the guaranty plan could not be safely 
applied to state banks not under the 
control of the Reserve System. 

So far the administration’s method of 
securing Congressional action by concen- 
trating Congressional and public atten- 
tion upon one point at a time and 
forcing action by the support of public 
opinion with respect to a limited objec- 
tive has worked fairly well. It avoids 
complications. It operated successfully 
in the state of New York where the 
present Chief Executive learned the 
rules of the game. In the present situa- 
tion some of the reforms sought are con- 
sidered more pressing than others, but 
there is some feeling that it would be 
better to postpone all permanent -bank- 
ing legislation until conditions in the 
banking world are more settled and more 
stable than they have been recently. 


WHEN THE INVESTOR 
ASKS THE BANKER: 


“What assurance of in- 

come does Quarterly In- 

come Shares give me: 


THE BANKER 
CAN REPLY: 


“The assurance indicated 
by past performance. No 
one corporation on the 
investment list of Quar- 
terly Income Shares has 
missed a dividend pay- 
ment throughout the de- 
pression.” 
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This is a time when well-informed directors 
are pillars of strength. 

The Journal has a group subscription 
plan, by means of which your bank can 
supply this magazine, each month, to all or 
selected members of your board. The cost 
is negligible. More than a thousand banks 
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The Country Banker’s 


Stake in Federal 
Farm Legislation 


(CONTINUED FROM PAGE 23) 


in losses to many country banks which 
have had to readjust their operations 
to cope with this changing local eco- 
nomic situation. 

Stress has been placed on the impor- 
tance of wheat, corn and cotton in pro- 
grams for the upbuilding of agriculture. 
In 1929, the wheat crop had a market 
value of $1,062,000,090, while receipts 
from dairy products were in excess of 
$2,000,000,000, or equal to the value of 
the corn crop. Last year, in spite of busi- 
ness conditions, the dairy industry 
ranked first in the United States, the 
returns being greater than the wholesale 
value of the output of the automobile 
industry. 

Of the 33,000,000 head of dairy stock, 
only 3 per cent, or about 1,000,000 head, 
are pure bred and yield an actual profit. 
Most of the dairy cattle are what are 
known as scrub cattle; they consume as 
much food and require as much atten- 
tion as pure bred stock, yet their yield 
in milk and butterfat is hardly sufficient 
to pay for their keep. The Department 
of Agriculture has been, and is, urging 
dairy farmers to cull out their scrub 
cattle, but little progress is being made. 

The country banker has always been 
an important factor in improving the 
strain of dairy stock. He fits into this 


GALLOWAY 
In 1929, receipts from dairy products 
were in excess of $2,000,000,000, or 


equal to the value of the corn crop 
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GLOBE 


The country banker has always been an important factor in improving the strain 
of dairy stock 


important development, and has fi- 
nanced the purchase of pure bred bulls 
for breeding and has made it possible 
for many dairy farmers to acquire pure 
bred cows. 

Livestock and loan organizations and 
farm implement companies have also 
contributed substantially to the advance 


of the farmer. But, traced again to its 
source, the moral and financial assis- 
tance of the country banker has been the 
most powerful force in farm progress. 

The country banker holds the key to 
the success or failure of whatever farm 
relief program is finally inaugurated by 
local or national government. 


Right and Left in Washington 


(CONTINUED FROM PAGE 19) 


owner of the mortgage threatens fore- 
closure, the Board will approach the lat- 
ter and offer to take over the obligation 
at a discount to be agreed upon and pay 
the mortgagee in bonds to the amount of 
the revised mortgage. Reduction in the 
principal effected by the arrangement 
will be passed on to the home owner 
who will be allowed a moratorium on 
the principal of his obligation for three 
years. The rate of interest to be charged 
the home owner would be 514 per cent. 
Something is to be done for the rail- 
roads; just what at this time, is uncer- 
tain. As an emergency measure it is pro- 
posed that they shall be forced to save 
money by eliminating all unnecessary 
competition. The Interstate Commerce 
Commission is engaged in an investiga- 
tion of potential economies and in- 
creased earnings and on the basis of its 
report it is proposed that the railways 
of the country shall be put under the 
control of a “coordinator” assisted by 
regional coordinators and these co- 
ordinators will simplify operation and 
eliminate waste. Legislation of a more 
permanent nature will be considered 
later. In the meanwhile more loans, 
while all transportation interests in the 
country—land, water and air—are to be 
administered and coordinated by a sin- 
gle authority under a bureau of the re- 
organized Department of Commerce. 
Financial reforms have been intro- 
duced by a measure to compel full pub- 


licity of all known facts in connection 
with the flotation of new securities in 
interstate commerce. New issues, includ- 
ing all foreign issues, are to be registered 
with the Federal Trade Commission 
and the prospectuses must bé signed by 
the promoters and the principal officers 
of the issuing corporation who will 
thereafter be held responsible, jointly 
and severally, for any wilful misstate- 
ments. With this measure are to be as- 
sociated others regulating stock ex- 
changes throughout the country through 
a Federal licensing system, establishing 
absolute fiduciary responsibility upon 
all officers or directors in a position of 
trust in a corporation or its subsidiaries, 
and the divorcement of investment and 
trust banking from commercial banking 
and establishment of Federal supervi- 
sion over private bankers. Preliminary 
to the latter is a Senate committee in- 
vestigation of several private banking 
houses in New York concerned in its 
investigation of the stock market. 

If the New York Stock Exchange and 
other exchanges radically modify their 
rules in line with the wishes of the ad- 
ministration the licensing plan may be 
postponed until the regular session of 
Congress in January or it may be post- 
poned indefinitely. If the new Glass- 
Steagall banking bill is passed it will ac- 
complish much of the regulation of the 
trade in securities. 

One by one, step by step, in response 


4 
— 
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to short, staccato messages from the 
President, these measures have been 
sent on their way through the two 
houses of Congress, usually promptly 
passed by one house or the other but 
of late usually delayed in the second 
chamber. The administration program 
is proceeding in spite of some halts and 
increasing qualms on the part of some 
of the leaders in Congress. What is not 
done promptly within the next month 
or so will probably not be done until 
late next winter; it may not be done at 
all. 


BROADER PLANS 


ALL this domestic legislation, however, 
is merely preparation for affairs of wid- 
er moment. In their broader aspects the 
efforts of the Federal authorities to 
widen American markets abroad, revive 
the country’s foreign trade and place 
the nation’s industries and its agricul- 
ture on a permanently satisfactory basis 
have more enduring importance. The 
project, as Secretary of State Hull an- 
nounces it, is to turn the United States 
away from the economic nationalism of 
recent years and to meet the nations of 
the world on a plane required by what 
he considers a new age. The plans of 
the Government center in the interna- 
tional economic conference which has 
been in contemplation for a year, now 
scheduled for the middle of June in 
London. Wise in diplomacy, however, 
the administration does not propose to 
go into this international conference 
blindly. What it proposes and what it 
hopes to accomplish by interviews be- 
tween the authorities in Washington 
and the dominant figures in other coun- 
tries is an understanding of exactly 
what can be expected from the coming 
conference and what each nation can 
contribute in the way of concessions to 
make a worthwhile agreement possible. 
In preparation for the conference the 
administration has asked authority 
from Congress to negotiate reciprocal 
trade treaties. There are hints also that 
before the session of Congress is over 
authority will be asked for the President 
to postpone the June payments on the 
intergovernmental debts. These are but 
straws in the wind. 


THE TARIFF 


IT IS at least to be said that, after 
nearly a year of wobbling, the policy of 
the Government in Washington with 
respect to the international conference 
is clear and definite. The administration 
proposes to reverse the process by which 
continued deflation has led each nation 
to attempt to protect itself from defla- 
tion’s results by increasing its tariff 


rates, by limiting or prohibiting imports 
and otherwise developing exaggerated 
economic nationalism. At the same time 
it has attempted to increase its exports 
at whatever price possible and has thus 
accelerated the deflationary process in 
world markets. Washington proposes to 
give as well as ask tariff concessions. It 
proposes to remove as well as ask the 
removal of quotas, prohibitions and 
other trade restrictions. 

It is a rather curious fact that the 
only legislation of a general sort ad- 
vanced in the special session has been 
two bills sponsored by the Department 
of State. One is the bill giving the Presi- 


dent the right to declare an embargo on 
the shipment of arms out of the country 


designed to enable the Government to 
cooperate with the League of Nations 
in dealing with the undeclared war in 


the Far East. The other is a bill known | 
as the “censorship bill’ designed to for- | 
bid the publication of Government | 
secrets, especially documents and codes, | 
but which also contained a clause which | 


threatened the right of free press. Both 
bills met with opposition though they 
passed the House. 

Government income is still very un- 


certain. The first enthusiasm for legal | 


beer promises the full $150,000,000 ex- 


pected from it, although it is yet to be | 
seen what the permanent trade will 


bring. The income tax returns have been 
delayed as a result of the extension of 
the limit during the bank holiday, but 
the returns so far are dismal—far down 
and no sign of later buoyancy. 
GEORGE E. ANDERSON 
WASHINGTON, D. C. 


The Condition 
of Business 


(CONTINUED FROM PAGE 24) 
but 13,198 tons; 
to another all-time low figure, at 1,- 
841,002 tons. 

The month produced its full quota 
of business casualties, with the L. K. 
Liggett Company filing a petition in 
bankruptcy on March 31, the Missouri 
Pacific Railroad taking advantage of 
the new bankruptcy act to ask for a 
financial reorganization on the same 
date, and with the state superintendent 
of insurance in New York asking per- 
mission, a week later, to liquidate the 
$75,000,000 Globe & Rutgers Fire In- 
surance Company. 

It may fairly be said that business 
was totally unable to appraise the ad- 
ministrative program of the month, ex- 
cept in very broad terms, so rapidly 


nevertheless, _ it | 
brought the company’s backlog down | 


eAdvantages 
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Of occupancy of the new 
30-story Girard Trust Building, 
which adjoins the banking house 
of the Trust Company, include: 
location in the center of Phila- 
delphia’s business and financial 
district; convenience in reaching 
City Hall, hotels, stores, theatres 
and transportation; modern ap- 
pointmentsand competent service. 
Attractive office suites are still available 
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PRINCIPAL CITIES 


did it unravel itself. It was impressed 
very favorably with the President’s at- 
tack on Governmental expenses, though 
somewhat mystified as to how it should 
regard his determination, once the op- 
erating budget was in balance, to em- 
bark upon unprecedentedly heavy ex- 
penditures for so-called “relief” pur- 
poses. From two developments of the 
month at Washington, however, it took 


Events and 


Within the 


(CONTINUED 
and for a number of years practiced 
law and served as editor of the law de- 
partment of the Journal of Banking. In 
1889 he established the Banking Law 
Journal, conducting its publication for 
several years, when he severed his con- 
nection with it in 1908 to enter the ser- 
vices of the American Bankers Asso- 
ciation. 

During his quarter century of ac- 
tivity as General Counsel of the Asso- 
ciation Mr. Paton made a deep impress 
on the banking and commercial law of 
the entire nation, being author of or 
largely instrumental in the passage of 
many Federal and state statutes adding 
to the safety and clarity of the legal 
aspects of banking practice. In this field 
he was particularly interested in many 
uniform state statutes designed to pro- 
tect banks against fraud and crime and 
to safeguard banking transactions. 

Mr. Paton’s services with the Amer- 
ican Bankers Association included 
among manifold other legal duties con- 


some satisfaction: one of these was the 


announcement on the part of the Presi- 
dent of his intention to talk informally 
with representatives of the leading na- 
tions of the world on the broad outlines 
of the coming London conference; the 
other was the swift action at the Capitol 
which brought the return of legal beer 
to 19 states of the Union after its ab- 
sence during 13 years of prohibition. 


Information 


Association 


FROM PAGE 42) 


nected with his office the preparation 
of opinions for members on questions 
of banking law. These opinions, many 
thousands in number, have been com- 
piled in book form under the title 
“Paton’s Digest”, which constitutes an 
indispensable part of the equipment of 
thousands of banks as well as lawyers 
and businessmen whose activities touch 
upon banking. The courts have fre- 
quently cited Mr. Paton’s opinions in 
this digest as authority in formulating 
their decisions. 


A. I. B. Convention 


THE 31st annual convention of the 
American Institute of Banking Section 
of the American Bankers Association 
will be held in Chicago, June 12-16, 
with headquarters at the Palmer House. 
This will be the first large national con- 
vention to meet in Chicago after the 
opening of the Century of Progress Ex- 
position. It is expected that the atten- 
dance will number as high as 2,500 as- 
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sembling from all parts of the country, 

The convention schedule calls for the 
annual meeting of the Executive Council 
of the Institute the afternoon of Mon- 
day, June 12. The morning of Tuesday, 
June 13, the opening general convention 
session will be held. Beginning with 
luncheon on that day there will be eight 
separate departmental conferences on 
various phases of banking. These con- 
ferences will be devoted to the following 
topics: audits and accounting, bank 
administration, business development 
and advertising, credits, deposit func- 
tions, investments and investment bank- 
ing, savings banking, trust functions, 
On the evening of June 13 will be the 
debate and _ public-speaking contest. 


MERLE THORPE 
‘“fPNHE banking crisis, which led to so 
much criticism of bankers and our 
banking machinery, was primarily a 
business or economic crisis. Back of 
that it was accentuated by Government 
failure to balance the budget and by 
political agitation. 

“The idea that bankers or banks were 
principal contributors to speculation is 
just not true. American business firms, 
having surplus funds, did much more 
in that direction and then failed to 
stand by the situation created.”— 
MERLE THORPE, Editor of NATION’S 
BusINESS, speaking at Augusta, 
Georgia, before the Spring Meeting of 
the Executive Council, April 12. 


Recently— 

(CONTINUED FROM PAGE 9) 
National Bank announced on April 5 
that it was planning the liquidation of 
the Chase Harris Forbes Corporation 
and that the Chase Securities Corpora- 
tion would be shorn of its investment 
activities, its capital reduced and name 
changed to “Chase Corporation”. 
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4 handling of repossessed real es- 


tate properties and those under bank 

care through trusteed estates presents 
a problem at all times but particularly 
right now. 

The investment must be protected. Ade- 
quate income must be assured. In many 
cases the investment of additional money 
for remodeling and modernizing is a neces- 
sity. Through such investment these prop- 
erties became more salable and rentable. 
Fortunately, building costs are low, so 
that for a comparatively moderate ex- 
penditure liabilities can be transformed 
into assets; and many a frozen asset of 
this kind is now being melted into a more 
liquid one. 

In all parts of the country, the real estate 
business is at a low ebb. About the only 
buying is being done by those with ready 
funds who are able to pick up houses or 
other buildings thrown on the market by 
distressed owners. Those properties now 
under bank ownership must be held until 
satisfactory sales can be made, and whether 
the holding period is long or short depends 
much upon the condition of the property. 

Frequently houses taken over on fore- 
closure are greatly in need of repairs. The 
same conditions that made it difficult or 
impossible for the owner to pay the in- 
terest or principal of his mortgage have 
prevented him from keeping his property 
up. Needed repairs and renovations have 
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Marketable 


Real Estate 


He With modest expenditures for renova- 


tions, banks and trust companies make 


properties more salable or rentable. 


Hi Building owners retain tenants and in- 


crease rented space. 


Hi Labor and material costs continue low. 


GALLOWAY 


been neglected, and the property has a run- 
down appearance. To make it salable even 
at a low price, it is necessary that the 
bank or other owner of the repossessed 
home spend a certain amount of money to 
modernize and to put it into such shape 
that it will appeal to prospective buyers, 
because even bargain-hunters today want 
their full money’s worth in buying for 
home or investment. 


EXPERIENCES 


BANKS and trust companies with real 
estate departments have enjoyed certain 
advantages of experience and organization, 
which have stood them in good stead in 
handling the special real estate problems 
resulting from the long-continued depres- 
sion. The methods and experience of one 
trust company, as described here, ought 


THERE is a tendency at a 
time like this for those who are 
advising banks what to do with 
real estate to suggest greater 
expenditures for remodeling 
than are wise or necessary. The 
experience of banks in recent 
months has proved that a mod- 
est expenditure for essential im- 
provements is the wise course. 


to be helpful to others in similar situations. 

This institution is a large trust company 
in a middlewestern city. It had acquired a 
considerable number of homes and apart- 
ment houses by the mortgage route, and 
it had many more on its hands as trustee 
or agent. Some of these properties were 
comparatively new, but marty were old and 
had to be modernized to make them mar- 
ketable. As the investment in many cases 
consisted only of the amount of the first 
mortgage, it seemed feasible to put addi- 
tional money into needed alterations and 
repairs, especially since the cost of labor 
and materials was lower than it had been 
for some time; and this also gave a margin 
to cover the cost of advertising the proper- 
ties for sale. The slogan, “Modernized 
Homes”, was adopted and proved effective. 
Alterations were made under the super- 
vision of the real estate department of the 
trust company. The work was done by ex- 
perienced carpenters, plumbers, painters, 
electricians and decorators, and the work- 
manship and materials were guaranteed to 
the purchasers. 

Easy terms were offered, the initial pay- 
ment being as low as 10 per cent on a seven- 
to ten-year term contract and the fixed 
monthly payments covering taxes, insur- 
ance, interest and the reduction of prin- 
cipal. Many houses were sold and each 
month the trust company’s equity in them 
is being decreased. An extensive newspaper 
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advertising campaign was also put on for 
rentals, and proved unusually successful. 
Four full pages and one 5-column, 20-inch 
advertisement were used. 

Another plan which is being used suc- 
cessfully in a New York suburban county 
may likewise be of value to banks and 
bankers in other localities. A group of 
banks, trust and real estate title companies 
in the New York county formed a “com- 
mittee of 14” to sell several score of re- 
possessed homes—that is, properties that 
these institutions have had to take over 
from distressed owners. 
By pooling their interests 
in this way, they have 
been able to carry on an 
advertising campaign in 
the newspapers at an ex- 
pense not too great for 
the turnover. As a matter 
of fact, the plan is prov- 
ing successful, and the 
institutions are gradually 
getting back the money 
that they had loaned; 
the new home buyers are 
real 


getting bargains; 
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mechanics are getting much needed work 
in the renovating; and material and equip- 
ment concerns are making sales of their 
products. The only loser is the original 
home owner who, in the vernacular, had 
“bitten off more than he could chew,” 
and it may be a blessing in disguise for 
him as he is relieved of the burdensome 
interest and tax payments. 

How modernization of the elevators in 
an office building pays is also illustrated by 
the experience of the owner of an old 
18-story building in Pittsburgh. This own- 
er realized that upon the completion of a 
new building directly across the street, he 
probably would lose from 40 to 50 per cent 
of his tenants unless he did something to 
modernize his building, especially the ele- 
vators which were then operated from a 
motor generator set furnished by the power 
company at a rental of $100 a month. 


IMPROVEMENTS 


THE elevators were changed to a differ- 
ent system operating from the power com- 
pany’s line of alternating current. The 
speed of the cars was increased to 650 feet 
per minute; new entrances were installed 
at the first floor; the old cars were re- 
placed by new ones; and new door closers 
and signals were installed. The cost of this 
modernization was about $50,000. 

As a result of this work the rentals in- 
creased from about 80 to 95 per cent of 
capacity, in spite of the fact that new 
buildings erected in Pittsburgh have more 
than doubled the rentable space. The own- 
er is obtaining the same rate per square 
foot as in newer buildings; and the saving 
in operating cost is estimated at $250 per 
month, including the $100 rental formerly 
paid to the power company on the old 
generator. 

Authorities seem that 


to agree, too, 


banks whose own buildings need remodel- 


ot 
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ing, or which own or control other struc- 


tures in need of modernization, can advan- 


tageously undertake the work now while 


costs are low and labor needs employment, 


provided the funds are currently available 


for the purpose. A leading architect gives 


figures of actual estimates showing how the 
cost of bank buildings in the New York 


area has gone down 22 cents per cubic foot 


in the last three years—a reduction of ap- 


proximately 30 per cent. 
As the JourNat pointed out last 


month in a discussion of “The Experi- 


ence of Banks in Re- 


modeling Buildings”, la- 


bor wage rates and build- 


ing material costs are 


below normal at the pres- 


ent time. And an officer 


of a well known statis- 


tical bureau emphasizes 
that wages will go up as 


soon asemployment starts 


up again and, when build- 


ing activity resumes as it 


is bound to do sooner or 


later, material costs will 


advance. Right now there 
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A Cross-Country View 
OLLOWING are a few descriptions of typical houses being offered 


for sale by banks and trust companies, mortgage and title companies. 
They illustrate the competition to be met and point to the necessity of 
bringing properties up to date in order to sell them in the present market. 
In New York suburban districts, for example: 


A MODERN, English cottage-type home of brick, with slate roof. 
Eight rooms, 4 baths; 2-car attached garage; hot water heat, oil burner; 
brass plumbing. On large, landscaped plot in neighborhood of fine 
homes. Price, $15,500. 


WHITE clapboard, Colonial house; plot, 100 x 150 feet; 10 rooms, 5 
bedrooms, 2 baths, also maid’s room and bath. Oil burner, hot water 
heating system. Two-car, built-in garage. Giant shade trees, sloping 
lawn, fine shrubs. Price $15,000, but open to offer. 


BANK offers small, English style residence built in 1929 for owner’s 
use. High ceiling studio living room with pegged floor, 3 master cham- 
bers, unusual tiled baths with showers, oil burner, vacuum system, 
built-in garage. Delightful grounds, 130-foot frontage. Very reason- 
able terms. 


Many other such properties are being offered, and a number of them have 
oil burners and electric refrigeration. A survey of other cities shows similar 
conditions, although prices are generally lower than in the New York 
metropolitan area. In Chicago, St. Louis and Boston foreclosure bargains 
are being offered, and in Miami furnished houses are available at low 
prices which include the furniture. 


OTHER EXAMPLES 
MINNEAPOLIS. An older home which has been kept in good con- 


dition; 4 bedrooms, oil burner and electric refrigeration. Price under 
$6,000 but, to close an estate, any offer considered. 


LOS ANGELES. A foreclosure offering is a 3-story, frame and 
stucco, one-family dwelling; 9 large rooms; well built and modern; 
2-car garage; fine location; lot with 96-foot frontage; price, $9,000. 
A bank there is also offering a 7-unit income building and cafe on 
a 60-foot business lot, for a total foreclosure price of $5,500. 


SEATTLE. An attractive place will go for $1,875—good house, well 
arranged, with garage, chicken house, barn, and tank house with elec- 
tric water system to irrigate entire property. Two acres under cultiva- 
tion with orchard, some 50 trees full bearing, fruits and berries. Just 
off highway; city conveniences. Priced at sacrifice for the owner to 
raise immediate money. 


PITTSBURGH. A typical foreclosure value is a large store and 5 
rooms, together with a 6-room house in the rear. Worth $10,000, but 
for sale at $6,250, payable $65 monthly. Offered by a building and 


loan association. 
ATLANTA. One can buy a 6-room bungalow in good location for 


$3,500; cash payment $350 and $31.50 a month, including interest. 
Others at the same rate, only 10 per cent cash down. 


NEW ORLEANS. A double corner house, 5 rooms and garage in 
each; original cost, $8,000; now offered for sale at $2,900. Another is 
a neat single house for $1,800, car taken in part payment. 


It will be noted that in a number of these instances the prices are so low 
that banks or other owners would be amply justified in spending minimum 
amounts for renovation to increase the investment values. 


is practically no building material inventory 
because factories have been closed or 
operating on a part-time basis for so long. 

A bank in a middlewestern city has a 
main office and seven branches. Most of 
the buildings have recently been renovated 
and made more attractive. Oil heaters were 
put in all the buildings, making possible a 
reduction in janitor service—four janitors 
instead of eight. Among the former jani- 
tors was a man who was a painter by trade. 
He was put in charge of the redecorating 
of all the buildings. Everything is now 
repaired and in first class order. By re- 
modeling, in some instances, they have 
made room for women’s departments and 
for additional safe deposit booths. 

One of the large Canadian banks with 
many branches reports that remodeling and 
modernization have recently been carried 
on at several of its offices. A number of 
obsolete lighting systems have been re- 
placed by new ones, and such equipment 
as blowers, stokers and other fuel-saving 
devices have been installed where the sav- 
ing to be made has definitely warranted 
the outlay. 

The president of a country bank in 
Missouri reports that in the last few years 
his bank has sold over $128,000 worth of 
real estate in his county, having spent over 
$33,000 for repairs and improvements on 
the properties, mostly farms taken over on 
mortgage foreclosure. He believes that 
such improvement of the properties is ab- 
solutely essential to success in disposing of 
them profitably. The bank has its own 
crew of two carpenters and two helpers and 
they have become expert in their work of 
making salable places out of run-down 
farms. 

Here is one of the sales arguments used 
by the middlewestern banking institution 
previously mentioned: 

“Modernized homes are just what their 
name implies. They are homes with every 
modern convenience—homes which, in the 
last few months, have been completely 
modernized under the direction and super- 
vision of our real estate department . . 

“Our city benefits because the modern- 
ization of these homes is providing work 
for local artisans when employment is 
slack. The money which these men earn is 
being spent here and is helping business 
recovery. Each of these modernized homes 
is a credit to the neighborhood in which it 
is located, and we hope that each will be 
an inspiration to other home owners to 
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CONVENTION TWO PAIRS OF PANTS AND A PAIR OF SUSPENDERS 


CALENDAR (1933) Copyright, 1933, New York Tribune Inc. 


A. B. A. MEETINGS 
June 12-16 A.I.B. Convention, Chicago. 
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State Associations 


3-4. Arkansas Bankers Associa- | 


tion, Little Rock. 


Tennessee Bankers Associa- | 


tion, Nashville. 
Kansas Bankers Association, 
Salina. 


Texas Bankers Association, 


Mineral Wells. 
Pennsylvania Bankers Asso- 


ciation, Atlantic City, N. J. | 
Alabama Bankers Associa- | 


tion, Montgomery. 

Missouri Bankers Associa- 
tion, St. Louis. 

New Jersey Bankers Associa- 
tion, Atlantic City. 
Mississippi Bankers Associa- 
tion, Jackson. 

Oklahoma Bankers Associa- 
tion, Oklahoma City. 
Maryland Bankers Associa- 
tion, Atlantic City, N. J. 
California Bankers Associa- 
tion, Pasadena. 

Georgia Bankers Association, 
Macon. 


South Dakota Bankers As- | 


sociation, Mitchell. 

Illinois Bankers Association, 
Chicago. 

West Virginia Bankers Asso- 
ciation, White Sulphur 
Springs. 

Oregon Bankers Association, 
Gearhart. 

Indiana Bankers Association, 
Indianapolis. 

Wisconsin Bankers Associa- 
tion, Green Lake. 
Washington Bankers Assn. 
Colorado Bankers Associa- 
tion, Estes Park. 

Maine Bankers Association, 
Rangeley. 

Iowa Bankers Association. 


Virginia Bankers Association, | 


Hot Springs. 


Michigan Bankers Associa- | 


tion, Detroit. 


Minnesota Bankers Associa- | 


tion, Minneapolis. 


New York Bankers Associa- | 


tion. 


North Dakota Bankers As- | 


sociation, Valley City. 
Montana Bankers Associa- 
tion, Helena. 

Wyoming Bankers Associa- 
tion, Casper. 


Delaware Bankers Associa- | 


tion, Rehoboth. 


Kentucky Bankers Associa- | 


tion, Louisville. 


Other Financial 


24-26 National Association of Mu- | 


tual Savings Banks, Swamp- 
scott, Mass. 


29-31 Assn. of Reserve City Bank- 


ers, Excelsior Springs, Mo. 


19-24 National Association of Cred- 


it Men, Milwaukee. 
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The May Question: 


What Facts About New Security Issues 
Are Most Useful in Determining 


Investment Value? 


recommended to Congress the en- 

actment of a law for Federal 
supervision of interstate traffic in in- 
vestment securities. In his special mes- 
sage, he said :— 

“There is, however, an obligation 
upon us to insist that every issue of new 
securities to be sold in interstate com- 
merce shall be accompanied by full 
publicity and information and that no 
essentially important element attending 
the issue shall be concealed from the 
buying public. This proposal adds to 
the ancient rule of caveat emptor the 
further doctrine, “Let the Seller also 
beware’. It puts the burden of telling 
the whole truth on the seller.” 

There is complete unanimity of opin- 
ion among bankers as to the desirability 
of wise supervision of security sales, but 
there also exists a conviction that, be- 
cause of the tremendously complicated 
factors involved, no bill, however care- 
fully drawn, can cover contingencies 
which the careful security buyer must 
weigh before making his purchases. 


(): March 29, President Roosevelt 


HELP 


IN this issue of the JOURNAL there are 
several articles which should be ex- 
tremely useful in answering the May 
question. 

A classic example of the uncertainties 
inherent in the purchase of investments 
is the street railway industry. Up to 
the days of the World War, certain 
street railway securities were regarded as 
premier investments. Their service rec- 
ords, their increased earnings’ perfor- 
mances, the growth of population in 
their territories, all presaged a long 
period of prosperity. Yet the boom 
which brought prosperity to numerous 
other industries brought doom to many 
street railways through excessive oper- 
ating costs and new forms of competi- 
tion. Some companies, however, by 
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adapting themselves to changed condi- 
tions, have continued to prosper. These 
companies enjoyed the benefits of wise 
management. 

How can the necessary facts concern- 
ing the ability of management be as- 
certained? 

In the field of municipal bonds, a 
community with splendid credit may be 
dependent for its prosperity upon one 
industry. Here, surely, it is not enough 
to know the facts about the commun- 
ity’s financial standing. The important 
factor is its ability to pay if this one 
major industry falls upon evil days. 
Can the necessary guiding facts be pro- 
cured? 

The soundness of a security maturing 
in 1953 or 1963 cannot be gauged solely 
by past performance records, impor- 
tant though these may be. Other ele- 
ments—possible changes in industry or 


trade; changes in management; the de- 
velopment of products of higher popular 
interest; shifts in political control of 
cities, counties and states, a hundred 
and one things must be reckoned among 
the possibilities in an investment which 
matures 10, 20 or even 50 years ahead, 
and the investor wants above all the sort 
of information that reduces to a mini- 
mum his percentage of risk. How best 
can he accomplish his purpose? 

Here is a question which is of par- 
ticular interest to the readers of the 
JOURNAL, a question which concerns 
the future of every one in banking. Your 
ideas, expressed tersely in 150-word an- 
swers are cordially invited. 

For the convenience of those who 
wish to answer the JOURNAL’S monthly 
question, there appears on this page a 
summary of the rules governing this 
competition. 


Rules for the Monthly Forum 


1. Answers must be 150 words or less. 

2. They must be received by the JOURNAL not later than the 
10th of the month in which the question appears. 

3. Anyone who wishes to obtain in advance the question for 
the following month can do so by writing to the JOURNAL on or 


before the 15th of any month. 


4. Answers may be submitted by anyone not a member of the 
JOURNAL staff, regardless of whether he is a subscriber. 

5. Awards will be made to the seven most concise, accurate 
and interesting answers. The first of the seven, judged on that 
basis, will be awarded $50, the second, $25 and the remaining 
five, $5 each. Awards will be announced in the issue of the 
JOURNAL following that in which the question was announced. 

6. Each month’s question will be particularly appropriate at 
the time of publication, and articles covering various aspects of 
the question will be found in the JoOURNAL’s pages for that month. 

7. The JOURNAL may terminate the forum at any time, mak- 
ing awards, however, for answers to the last questions published. 

8. Manuscripts will not be returned except on request by the 


author. 
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